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On  November  21,  1946,  NPA  announced  formation  of  a  new  Special 
Committee — The  Committee  of  the  South — made  up  of  Southerners 
active  in  agriculture,  education,  finance,  government,  industry,  labor, 
the  press,  and  radio. 

The  creation  of  the  Committee  grew  out  of  discussions  by  members 
of  the  NPA  Board  of  Trustees  and  Standing  Committees — the  Agricul- 
ture, Business,  and  Labor  Committees  on  National  Policy  and  the  Com- 
mittee on  International  Policy.  There  was  a  consensus  among  these 
members  that  the  development  of  the  South  is  a  matter  of  major  na- 
tional policy.  They  were  convinced  that: 
The  South  still  has  a  great  reservoir  of  undeveloped  resources,  un- 
tapped markets,  and  manpower  available  for  jobs  in  new  indus- 
tries and  businesses. 
The  nation  cannot  attain  its  goals  of  continuing  high-level  employ- 
ment and  production  with  rising  standards  of  living  unless  that 
reservoir  is  opened. 
National  policies  and  programs  must  provide  a  favorable  environ- 
ment if  the  South,  along  with  other  regions,  is  to  achieve  vigorous, 
rapid  expansion. 
The  NPA  members  believed  it  important  that  plans  be  worked  out  to 
develop  the  South's  full  possibilities.  They  felt,  however,  that  South- 
erners themselves  are  better  equipped  than  others  to  look  at  the  re- 
sources of  their  region,  state  their  goals,  and  point  out  feasible  action. 
At  the  same  time  they  were  convinced  that  plans  for  the  South — like 
plans  for  the  nation  as  a  whole — would  be  more  effective  if  they  were 
made  jointly  by  representatives  of  all  economic  groups  in  the  area  rather 
than  by  any  special  interest. 

This  thinking  led  to  an  invitation  from  the  Board  of  Trustees  to  rep- 
resentative southern  leaders  to  serve  on  the  new  NPA  Committee  of 
the  South — an  invitation  accompanied  by  an  assignment: 
To  pool  their  knowledge  and  work  out  specific,  practical  programs 
for  the  South,  keyed  to  the  interdependence  of  economic  groups 
and  geographic  areas  throughout  the  nation. 
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The  late  Senator  J.  Melville  B  rough  ton,  Chairman  of  the  NPA 
Committee  of  the  South  until  his  recent  untimely  death,  opened  the 
Committee's  initial  meeting  at  Birmingham  with  the  statement: 
'The  nation  needs  a  strong  and  economically  prosperous  South.  Only 
the  South  can  give  an  adequate  response  to  this  challenge.  Our  Com- 
mittee is  a  Committee  of  Southerners.  It  will  attempt  objectively  and 
in  a  wholly  nonpolitical  and  unemotional  manner  to  conduct  a  study 
and  survey  that  may  at  least  point  the  way  to  better  economic  condi- 
tions throughout  the  South." 

The  Committee,  it  was  agreed  at  that  meeting,  had  no  interest  in 
simply  adding  additional  volumes  of  statistics,  charts,  and  vague  obser- 
vations to  the  long  and  largely  unread  list  of  studies  of  the  South.  Its 
general  program  is  aimed  at  "practical  suggestions  for  constructive  ac- 
tion," in  a  growing  southern  economy. 

Since  that  first  meeting  the  Committee  has  met  frequently;  its  sub- 
committees more  frequently;  and  numerous  individuals  have  worked 
on  special  assignments  for  the  Committee.  These  efforts  are  culminating 
in  reports  which  are  being  issued  in  the  hope  that  they  will  be  useful 
to  individuals  and  organizations  in  day-to-day  decisions  which  will  affect 
the  South's  growth. 

In  keeping  with  NPA's  general  tradition,  Committee  members  have 
given  unstintingly  of  their  time  and  experience  in  setting  up  goals,  seek- 
ing out  the  facts,  criticizing  and  advising  on  manuscripts — and  they  have 
expressed  enthusiasm  for  their  primary  responsibility  of  working  with 
other  Southerners  in  putting  practical  plans  into  action,  NPA  is  grateful 
for  the  continuous  cooperation  of  Committee  members. 

From  the  start  of  the  Committee's  work  we  have  been  fortunate  in 
having  the  services  of  Dr.  Calvin  B.  Hoover,  Head  of  the  Department 
of  Economics  at  Duke  University,  as  Director  of  the  Committee's  Re- 
search, and  the  consulting  services  of  Mr.  William  Davlin,  Chief  of  the 
Area  Development  Division  of  the  U.  S.  Department  of  Commerce. 

Special  thanks  are  due  the  authors  of  this  report — Dr.  Glenn  Mc- 
Laughlin, Chief  Economist  of  the  National  Security  Resources  Board, 
and  Dr.  Stefan  Robock,  now  with  the  Antitrust  Division,  U.  S.  Depart- 
ment of  Justice,  in  Boston.  Dr.  McLaughlin  and  Dr.  Robock  worked 
together  on  industrial  location  studies  for  the  National  Resources  Plan- 
ning Board  before  the  war.  During  the  war  Dr.  McLaughlin  was  a 
member  of  the  War  Plant  Site  Board  of  the  War  Production  Board, 
and  has  written  extensively  on  location  of  industry.  The  authors,  it 
should  be  noted,  are  solely  responsible  for  the  factual  findings  and  con- 
clusions in  this  book. 

NPA  and  its  members  always  will  be  indebted  to  the  late  Senator 


Broughton,  who  as  Chairman  steered  the  Committee  through  its  initial 
problems  of  organization  and  whose  unflagging  interest  and  valuable 
guidance  have  so  vitally  affected  the  Committee's  operations  to  date. 
The  Committee  is  now  under  the  able  guidance  of  Colonel  E.  W. 
Palmer,  whose  interest  and  leadership  in  southern  development  have 
been  so  clearly  demonstrated  by  the  active  part  he  has  played  in  the 
work  of  the  Committee  since  its  creation. 

May  19,  1949 


F.p.  e^-? 

Director,  NPA 
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Members  of  the  NPA  Committee  of  the  South  believe  that  their  re- 
gion's economic  growth  and  stability  rest  in  very  important  part  upon 
the  growth  of  manufacturing  industry.  The  South  is  basically  an  agri- 
cultural region.  However,  the  strong  shift  of  recent  years  toward  food 
and  livestock  farming,  coupled  with  the  mechanization  of  cotton,  means 
that  fewer  and  fewer  workers  are  needed  on  farms. 

Many  workers  have  already  found  off-the-farm  employment  in  new 
and  expanded  factories  and  in  the  trade  and  service  establishments  which 
inevitably  grow  up  around  them.  Many  more  will  need  to  do  so.  For 
these  reasons,  as  the  Committee  sees  it,  industrial  growth  is  important 
not  only  for  the  production,  employment,  wages,  and  profits  it  creates 
directly.  It  is  the  strong  right  arm  of  the  new  southern  agriculture.  It 
provides  jobs  for  workers  no  longer  needed  on  farms,  industrial  process- 
ing for  raw  materials  or  diversified  farming,  and  consumer  markets  for 
soil-saving  food  and  livestock  production. 

In  line  with  this  thinking,  the  Committee  sponsored  its  study  of  the 
major  manufacturing  facilities  located  in  the  South  during  the  recent 
postwar  period.  The  Committee  has  been  impressed  with  the  vast 
amount  of  effort  and  expense  going  into  the  southern  industrial  develop- 
ment movement.  It  has  observed  the  vigorous  efforts  of  railway  and 
utility  industrial  agents,  banks,  insurance  companies,  chambers  of  com- 
merce, state  planning  and  development  agencies,  and  other  public  and 
private  groups.  These  organizations  are  in  daily  contact  with  industrial 
firms  and  have  great  familiarity  with  their  needs.  The  Committee  has 
felt  that  the  industrial  development  work  of  such  organizations  and  that 
of  civic-minded  Southerners  generally  would  be  materially  aided  through 
a  detailed  picture  of  the  industrial  location  process  as  it  has  operated  in 
a  large  number  of  actual  cases,  viewed  from  the  eyes  of  company  man- 
agement. 

Dr.  McLaughlin  and  Dr.  Robock  were  asked  to  determine  the  "actual 
factors  which  have  influenced  decisions  on  industrial  location  made  by 
the  management  of  companies  which  have  built  or  considered  building 
southern  plants."  They  selected  for  detailed  investigation  88  of  the 
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plants  recently  located  in  the  thirteen  states  of  the  South  which  are 
often  considered  as  the  "Cotton  South" — Alabama,  Arkansas,  Florida, 
Georgia,  Kentucky,  Louisiana,  Mississippi,  North  Carolina,  Oklahoma, 
South  Carolina,  Texas,  Tennessee,  and  Virginia.  The  cases  analyzed 
cover  all  major  branches  of  manufacturing  activity,  and  are  generally 
representative  of  the  widespread  new  industrial  activity  in  the  South. 
Large  plants — many  of  them  representing  investments  of  over  $10 
million — as  well  as  a  few  smaller  key  plants  have  been  included  in  the 
study. 

By  analyzing  the  first-hand  data  secured  from  business  executives  with 
recent  plant-location  experience,  the  Committee  believes  that  it  has 
found  some  guides  to  an  understanding  of  the  behavior  patterns  of  men 
in  the  business  world  who  make  plant-location  decisions.  Both  business- 
men and  industrial  development  agencies  will  find  useful  and  practical 
answers  to  many  questions  on  which  there  has  been  only  incomplete 
information  to  date.  Among  these  questions  are: 

Just  how  does  a  large  industrial  firm  go  about  the  task  of  selecting 
a  location? 

Why  have  many  firms  sought  locations  in  the  South  since  the  war? 

Where  several  southern  communities  offered  possibilities,  how  did 
the  firm  decide  between  them? 

What  has  been  the  general,  relative  importance  of  markets,  labor 
supply,  raw  materials,  transportation?  And  what  types  of  industry 
have  been  attracted  by  each  of  these  factors? 

Does  one  industry  attract  another,  or  others? 

Do  new  southern  plants  find  labor  productive?  Easily  trained? 

Are  wage  differentials  important? 

What  has  been  the  attitude  toward  unions? 

Is  weight  given  to  such  matters  as  schools,  housing,  community 
services  and  facilities,  city  and  county  finances,  in  making  loca- 
tional  decisions? 

Are  tax  concessions  desired? 

What  types  of  information  does  a  firm  need  when  considering  a 
community  or  area? 

How  can  a  community  assist  in  supplying  the  information? 

The  geographical  and  industrial  distribution  of  the  cases  studied,  al- 
though not  statistically  representative,  provide  a  sound  basis  for  present- 
ing several  significant  generalizations  about  the  industrial  development 
of  the  South  as  a  region. 

Many,  if  not  most,  businessmen  neglect  the  business  potentialities 
of  plant  location  unless  the  problem  is  forcefully  thrust  upon  them.  For 
a  going  concern,  this  inertia  can  be  explained  by  the  lack  of  experience 
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with  plant-location  problems  on  the  part  of  the  executive  personnel,  and 
by  the  far-reaching  personal  and  business  readjustments  which  accom- 
pany a  change  in  business  location. 

In  a  growing  industry  or  an  expanding  economy,  adjustments  to  the 
changing  geography  of  business  can  be  accomplished  with  little  or  no 
business  pain  through  the  proper  location  of  new  capacity.  But  even 
though  the  level  of  industrial  operation  remains  stable  or  declines,  the 
advantages  of  relocation  cannot  be  overlooked  or  rejected  by  a  concern 
if  it  is  to  survive.  Industrial  progress  requires  locational  competition  as 
well  as  fechnological  competition.  Our  economy  is  highly  dynamic  in  a 
geographical  sense.  To  the  extent  that  advantages  of  location  are  not 
realized,  possible  lower  production  costs  cannot  be  passed  on  to  the 
consumer  in  lower  prices. 

The  method  of  work  in  the  Committee  of  the  South  conforms  with 
that  of  other  NPA  Committees.  In  all  possible  cases  it  is  cooperating 
with  appropriate  southern  institutions  in  making  studies  and  putting 
programs  into  action.  In  the  preparation  of  reports  it  is  seeking  the 
assistance  of  technical  and  professional  personnel  competent  in  their 
particular  fields  and  experienced  in  the  South  and  its  particular  prob- 
lems. 

This  study  was  conducted  under  the  guidance  of  the  Industrial  Sub- 
committee of  the  NPA  Committee  of  the  South,  on  which  the  following 
members  serve: 

E.  W.  Palmer,  Chairman 
Nathaniel  Dyke,  Jr.,  Vice  Chairman 

Lloyd  C.  Bird  George  Watts  Hill 

Donald  Comer  Luther  Hodges 

Edward  J.  Condon  Senator  Robert  S.  Kerr 

Cherry  L.  Emerson  Frank  McCallister 

Marion  Folsom  C.  C.  Spaulding 

Charles  H.  Gillman  William  H.  Stead 

George  L.  Googe  Edgar  B.  Stern 

Robert  M.  Hanes  George  Stocking 

S.  T.  Henry  A.  L.  M.  Wiggins 

The  Committee  appreciates  the  research  and  analytical  work  done 
by  Dr.  McLaughlin  and  Dr.  Robock.  And  it  wishes  to  express  special 
thanks  to  the  officials  of  the  corporations  who  cooperated  in  this  study. 
Essentially,  this  is  a  study  of  the  analyses  such  officials  made  in  arriving 
at  decisions  to  locate  plants  in  the  South.  They  gave  generously  of  their 
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time  in  the  lengthy  interviews  and  correspondence  necessary  to  the 
study,  and  they  made  their  files  of  technical  memoranda  and  materials 
available  for  the  purpose.  As  a  result,  it  is  possible  to  present  a  report 
dealing  directly  with  realities  and  largely  free  of  theoretical  speculation. 

The  Committee  believes  that  individuals  and  organizations  working 
to  expand  industry  are  making  a  contribution  which  has  far-reaching 
implications  in  terms  of  higher  income  levels  and  general  well-being. 
Out  of  higher  incomes  can  come  better  living  standards  for  the  individ- 
ual and  the  family,  and  more  adequate  public  revenues  for  education 
and  for  health  and  welfare  services. 

The  initial  response  to  the  Committee's  pamphlet,  New  Industry 
Comes  to  the  South,  which  presented  some  of  the  highlights  of  the 
analyses  contained  in  this  book,  is  gratifying.  It  clearly  shows  that  not 
only  are  Southerners  interested  in  their  region's  economic  development, 
but  that  many  other  Americans  share  with  them  a  recognition  of  the 
part  the  South  can  play  in  attaining  goals  of  high  employment  and  pro- 
duction with  rising  standards  of  living. 


Lllr^Q.J^^ 


Director  oi  Research 


£ — i~<*j-rs*^4 


Acting  Chairman 
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PART     ONE 


ONE 

Introduction 


^PEAKING  to  a  group  of  Boston  citizens  early  in  the  winter  of  1889, 
Henry  W.  Grady,  managing  editor  of  the  Atlanta  Constitution,  de- 

]  scribed  the  funeral  of  a  poor  "one-gallus"  fellow  he  had  attended 
U  some  years  before  in  Pickens  County,  Georgia.  'They  cut  through 
the  solid  marble  to  make  his  grave,"  said  Mr.  Grady,  "and  yet  a  little 
tombstone  they  put  above  him  was  from  Vermont.  They  buried  him  in 
the  heart  of  a  pine  forest,  and  yet  the  pine  coffin  was  imported  from 
Cincinnati.  They  buried  him  within  touch  of  an  iron  mine,  and  yet 
the  nails  in  his  coffin  and  the  iron  in  the  shovel  that  dug  his  grave  were 
imported  from  Pittsburgh.  They  buried  him  by  the  side  of  the  best 
sheep-grazing  country  on  the  earth  and  yet  the  wool  in  the  coffin  bands 
and  the  coffin  bands  themselves  were  brought  from  the  North.  They 
buried  him  in  a  New  York  coat  and  a  Boston  pair  of  shoes  and  a  pair  of 
breeches  from  Chicago  and  a  shirt  from  Cincinnati.  The  South  didn't 
furnish  a  thing  on  earth  for  that  funeral  but  the  corpse  and  the  hole  in 
the  ground." 

In  his  eloquent  way,  Henry  Grady  was  dramatizing  the  fact  that  al- 
though the  South  was  rich  in  natural  resources  it  was  poor  in  industry, 
and  that  the  magic  formula  for  creating  productive  activities  within 
areas  overflowing  with  natural  wealth  had  eluded  its  people. 

Even  during  the  height  of  the  cotton  economy  in  the  ante  bellum  era, 
periodic  drives  had  been  conducted  by  southern  leaders  to  hasten  the  in- 
dustrial development  of  that  specialized  area.  Henry  Grady,  in  his  life- 
time, contributed  a  sizable  share  of  his  tremendous  energy  toward  that 
goal.  Industrialization  did  get  under  way  but  utilized  only  in  small  meas- 
ure the  great  resources  of  the  South.  In  recent  years,  President  Franklin 
Roosevelt  focused  still  broader  attention  on  "The  Nation's  Number  One 
Problem"  and  stimulated  national  programs  toward  improving  the  eco- 
nomic welfare  of  that  most  undeveloped  economic  area  in  the  United 
States. 

But  industrialization  is  not  uniquely  a  problem  of  the  South.  Since 
the  end  of  World  War  II,  most  of  the  economically  undeveloped  coun- 
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tries  of  the  world  have  stirred  and  are  complaining  loudly  in  the  spirit 
of  Henry  Grady.  Not  only  are  the  city  leaders  of  Birmingham,  the  state 
leaders  of  Arkansas,  and  the  leaders  of  hundreds  of  other  cities  and  states 
in  the  United  States  seeking  new  industry,  but  so  are  dozens  of  foreign 
countries,  from  Chile  to  Mexico  and  from  South  Africa  to  China.  And 
one  objective  is  foremost  in  the  minds  of  all — to  discover  the  secret  of 
attracting  and  developing  new  industry  in  order  to  achieve  the  advan- 
tages of  a  highly  industrialized  economy. 

Despite  the  intense  local,  national,  and  international  interest  in  the 
problem  of  industrial  location  and  the  great  practical  importance  of  this 
subject  to  the  plans  and  hopes  of  so  many  people  in  the  world,  the  sub- 
ject has  received  surprisingly  little  scientific  attention  over  the  years. 
Millions  of  dollars  have  been  spent  for  industrial  promotion  advertising 
and  for  special  inducement  programs  but  practically  no  support  has  been 
given  to  research  efforts  aimed  at  understanding  the  basic  principles  in- 
volved in  the  selection  of  a  location  for  industry.  The  most  recent  book 
for  businessmen  on  the  subject *  was  printed  in  1930 — almost  20  years 
ago — and  has  been  out  of  print  for  many  years.  Only  one  major  study  of 
industrial  location  2  has  been  undertaken  in  recent  years  by  the  Federal 
Government.  And  research  in  the  academic  fields  has  also  been  very 
limited.  Fortunately,  an  excellent  new  analytical  work3  has  appeared, 
which  should  encourage  much  needed  scientific  analysis  of  the  subject. 

After  the  close  of  World  War  II,  the  National  Planning  Association 
initiated  a  broad  program  of  research  on  the  economic  problems  of  the 
South.  The  Committee  of  the  South,  which  was  formed  to  direct  this 
activity,  immediately  realized  that  the  knowledge  available  concerning 
industrial  location  and  development  was  inadequate  and  decided  to 
undertake  its  own  basic  research. 

Previous  studies  of  the  general  problem  of  industrial  location  and  the 
specific  problem  of  industrialization  in  the  South  have  been  primarily 
theoretical  or  statistical  analyses  of  aggregate  data.  Detailed  and  first- 
hand information  concerning  actual  business  behavior  was  not  available. 
Although  a  few  persons  had  attempted  to  explain  the  location  of  in- 
dustry by  studying  overall  statistics,  no  one  apparently  had  ever  made 
an  effort  to  find  out  directly  from  businessmen  the  ways  in  which  certain 
factors  influenced  their  selection  of  plant  locations.  Therefore,  the  Com- 
mittee sponsored  the  present  case  study.  By  examining  the  actual  factors 
which  have  influenced  businessmen  to  locate  new  plants  in  the  South, 

1  Holmes,  W.  Gerald,  Plant  Location.  New  York,  McGraw-Hill,  1930. 

2  National  Resources  Planning  Board,  Industrial  Location  and  National  Resources, 
U.  S.  Government  Printing  Office,  December,  1942. 

3  Hoover,  Edgar  M.,  The  Location  of  Economic  Activity.  New  York,  McGraw- 
Hill,  1948. 
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the  Committee  hoped  not  only  to  throw  light  on  the  general  principles 
influencing  location,  but  also  to  arrive  at  a  basis  for  evaluating  the  in- 
dustrial development  programs  of  both  private  and  public  agencies. 

Although  this  study  had  its  genesis  in  a  desire  to  help  the  South,  the 
general  application  of  the  results  of  this  study  to  the  problems  of  in- 
dustrial location  and  economic  development  in  all  areas  should  be  ob- 
vious to  the  reader.  The  basic  factors  underlying  the  decision  to  locate 
an  automobile  assembly  plant  or  a  cheese  factory  in  the  South  are  in 
most  cases  the  same  factors  which  govern  the  location  of  a  similar  plant 
anywhere.  The  availability  of  surplus  labor,  of  natural  resources,  and  of 
a  market  are  just  as  necessary  for  manufacturing  operations  in  Brazil  or 
China  as  they  are  in  the  southern  part  of  the  United  States.  Thus,  it 
should  be  emphasized  that  this  study  is  not  exclusively  concerned  with 
the  industrial  development  problems  of  the  South,  but  also  with  the 
process  of  industrial  location  in  general.  More  specifically  it  attacks  the 
broad  problems  of  why  businessmen  locate  plants  where  they  do  and 
what  types  of  industries  are  attracted  by  the  major  economic  factors  in 
any  area. 

In  the  course  of  this  study  the  officials  of  more  than  fifty  important 
manufacturing  concerns  were  interviewed.  These  firms  were  responsible 
for  establishing  88  new  plants  in  the  South  *  since  the  close  of  World 
War  II.  Most  of  the  larger  companies  which  have  developed  new  facili- 
ties in  the  South  during  that  period  cooperated  in  this  survey.  A  com- 
plete list  of  plants  which  were  studied  is  presented  in  Appendix  A. 

So  many  new  plants  were  established  in  the  South  during  the  postwar 
period  that  only  a  portion  of  the  total  could  be  covered  in  this  study.  The 
method  and  the  criteria  used  for  selecting  the  cases  to  be  studied  are  de- 
scribed in  Appendix  A.  Locations  in  all  the  thirteen  southern  states  have 
been  included,  and  all  of  the  major  industry  groups,  except  tobacco,  are 
represented.  Although  some  of  the  smaller  plants  were  investigated,  most 
of  the  plants  studied  involved  investments  of  over  $100,000,  and  many 
of  them  investments  of  over  $10,000,000.  A  summary  of  the  new  plant 
locations  included  in  this  study,  classified  by  industry  group  and  by  state, 
is  shown  in  Table  1 . 

The  personal  interview  method  was  utilized  for  this  study  on  the  as- 
sumption that  businessmen  would  take  time  to  talk  about  their  plant  lo- 

xThe  South,  for  purposes  of  this  study,  includes  thirteen  states:  Alabama, 
Arkansas,  Florida,  Georgia,  Kentucky,  Louisiana,  Mississippi,  North  Carolina, 
Oklahoma,  South  Carolina,  Tennessee,  Texas,  and  Virginia.  The  House  Agricultural 
Subcommittee  on  Cottoin  has  classified  these  same  thirteen  states  as  "The  Cotton 
South."  (See  Study  of  Agricultural  and  Economic  Problems  of  the  Cotton  Belt, 
Hearings  before  Special  Subcommittee  on  Cotton  of  the  Committee  on  Agriculture, 
July  7  and  8,  1947;  also  referred  to  as  the  Pace  Report.) 
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cation  decisions  but  would  not  be  likely  to  fill  out  a  lengthy  question- 
naire. Furthermore,  a  personal  interview  permitted  the  businessman  to 
emphasize  the  location  considerations  as  that  emphasis  existed  in  his 
mind,  rather  than  as  suggested  by  the  form  of  a  questionnaire.  In  prep- 
aration for  the  field  work,  a  detailed  check  list  was  developed  in  which  an 
attempt  was  made  to  include  all  of  the  relevant  points  to  be  investigated 
in  each  interview  (see  Appendix  B).  The  technique  was  to  encourage 
the  businessman  to  tell  his  story  first  in  his  own  way  and  then  to  question 
him  regarding  any  omitted  items.  About  four  months  were  spent  in 
completing  the  field  study.  It  is  interesting  to  note  that,  although  this 
was  a  study  of  the  South,  almost  all  of  the  interviewing  was  done  in  the 
North.  The  home  offices  of  the  companies  responsible  for  most  of  the 
large-scale  expansion  in  the  South  are  in  New  York,  Chicago,  Boston, 
Detroit,  St.  Louis,  the  Philadelphia- Wilmington  area,  and  the  Cleveland- 
Akron  area.  The  expansion  into  the  South  is  thus  largely  a  matter  of 
establishment  of  branch  plants  of  northern  companies.  Capital  and 
management  functions  are  centered  in  older  industrial  areas. 

Some  of  the  conclusions  of  this  study  are  contrary  to  presently  ac- 
cepted notions.  Many  economists  may  be  surprised  by  the  simple  theo- 
retical pattern  presented,  and  many  laymen  may  find  it  hard  to  believe 
that  anything  but  "cheap"  labor  was  important  in  attracting  industry  to 
the  South.  Consequently,  questions  may  be  raised  as  to  the  reliability 
of  the  data  and  the  representativeness  of  the  cases  covered. 

In  the  authors'  opinion,  the  information  received  from  the  cooperat- 
ing business  concerns  is  reliable.  Most  companies  were  anxious  to  discuss 
in  detail  their  plant  location  experiences  because  they  felt  that  they  had 
done  a  good  job.  Others  were  completely  frank  in  admitting  their  past 
errors  and  in  pointing  out  the  pitfalls  in  plant  location  decisions.  The  in- 
formation was  cross-checked  in  a  number  of  ways.  Many  executives  pro- 
vided an  analysis  or  criticisms  of  the  location  decisions  of  other  com- 
panies. Conversations  with  the  industrial  development  personnel  of  the 
railroads  and  of  the  state  and  local  agencies  also  helped  to  evaluate  the 
information  received  directly  from  the  companies. 

The  policy  on  disclosure  for  the  study  was  that  none  of  the  informa- 
tion received  from  the  companies  would  be  publicly  attributed  to  them 
without  their  permission.  As  a  result  many  statements  in  this  study  must 
remain  anonymous.  Thus  it  has  been  possible  to  secure  valuable  and 
helpful  information  otherwise  not  obtainable  for  a  research  project  such 
as  this. 

Because  overall  data  on  the  extent  and  characteristics  of  the  postwar 
wave  of  industrial  expansion  in  the  South  were  not  available  when  this 
study  was  made,  it  was  impossible  to  select  the  cases  in  such  a  way  that 


they  could  be  presented  as  a  truly  representative  sample  of  the  entire  in- 
dustrialization advance  of  the  South.  Nevertheless  it  is  our  belief  that 
the  cases  are  representative  enough  of  the  locational  problems  of  the 
various  industries  which  located  in  the  South  to  permit  the  generaliza- 
tions we  have  made  about  the  relative  importance  of  the  major  location 
factors  in  attracting  industry  to  that  area. 


[8] 


TWO 


The  South:  Its  Industrial  Location  and 
Development  Characteristics 


HE  thirteen  states  of  the  South  face  many  of  the  same  economic 
problems  which  confront  industrially  under-developed  areas  through- 
out the  world.  Some  of  the  more  important  features  of  the  South's 
economic  structure,  both  from  the  standpoint  of  industrial  location 
and  industrial  development,  are  as  follows: 

1.  The  South  became  industrialized  less  rapidly  than  did  the  nation  as  a 
whole  until  the  early  part  of  this  century. 

2.  Both  agriculture  and  manufacturing  in  the  South  have  been  highly 
specialized. 

3.  The  South  possesses  extensive  and  varied  resources,  both  human  and 
natural,  which  have  been  idle  or  under-utilized. 

4.  The  South  has  been  a  low-income  area  and  therefore  has  lacked  the  at- 
traction of  a  market  for  many  types  of  industries. 

5.  "Branch  plants"  rather  than  locally  owned  enterprises  have  dominated 
much  of  the  manufacturing  output  of  the  South. 

6.  During  World  War  II  and  the  postwar  period,  industry  in  the  South  ex- 
panded greatly,  became  more  diversified,  and  raised  per  capita  incomes  to 
new  highs. 


Industrialization  Lag  in  the  South 


For  much  of  its  history,  the  South  has  depended  primarily  on  agricul- 
ture, and  especially  on  cotton.  Prior  to  1860,  the  business  and  industrial 
life  of  this  region  was  almost  wholly  a  supplement  to  the  "plantation 
economy."  And  until  the  beginning  of  the  twentieth  century  the  South 
moved  from  agriculture  toward  business  and  industry  less  rapidly  than 
did  the  nation  as  a  whole.  Since  1910  the  industrialization  trend,  com- 
mon to  the  nation,  has  been  considerably  more  rapid  in  the  South  than 
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in  the  United  States  as  a  whole.  Still  the' national  norm  has  not  been 
attained. 

The  dominance  of  agriculture  and  the  industrialization  lag  in  the 
South  is  graphically  illustrated  by  the  occupational  distribution  of  the 
labor  force.  Even  after  the  considerable  expansion  in  manufacturing  fol- 
lowing World  War  I,  agriculture  in  1940  still  accounted  for  34  percent 
of  the  total  working  force  in  the  South  as  compared  to  19  percent  for  the 
nation  as  a  whole.  Manufacturing  employed  only  1 5  percent  of  the  work- 
ers in  the  South  whereas  23  percent  of  the  workers  in  the  United  States 
were  similarly  engaged.  Mining,  construction,  transportation,  trade  and 
services,  as  measured  in  this  way,  also  lagged  in  the  South  behind  the 
national  norm. 

In  the  ante  bellum  South,  industrialization  lagged,  because  on  the 
whole  agriculture  represented  the  most  profitable  use  of  available  re- 
sources. During  the  Reconstruction  Era  the  South  was  economically 
poor.  For  many  years  the  region  possessed  neither  the  capital,  technical 
leadership,  nor  labor  skills  to  develop  manufacturing. 

The  need  of  nonagricultural  development  was  clearly  recognized  in 
the  South  after  the  War  between  the  States,  and  in  the  decade  of  the 
1880's  there  were  signs  of  industrial  renaissance.  Industries  based  upon 
the  two  most  obvious  resources,  cotton  and  timber,  were  the  vanguard 
of  the  new  trend.  By  about  1910  the  South's  share  of  the  nation's  manu- 
facturing began  to  increase  and  the  trend  has  continued. 


Specialization  in  the  South's  Economy 


For  many  years,  regional  specialization  has  made  the  economic  welfare 
of  the  South  dependent  upon  the  demand  and  price  fluctuations  for  a 
single  agricultural  crop  or  a  few  types  of  industrial  products.  In  agricul- 
ture the  speciality  of  much  of  the  South  for  many  decades  has  been  cot- 
ton and  the  prosperity  or  adversity  of  the  South  in  the  past  has  been 
closely  tied  to  the  economic  position  of  cotton.  In  terms  of  industrial 
employment,  textiles,  lumber,  and  tobacco  products  have  been  of  great- 
est importance.  The  textile  industry — primarily  cotton  broad  woven 
goods — in  1939  accounted  for  over  50  percent  of  all  manufacturing  work- 
ers in  the  seven  states  of  the  Southeast  (Alabama,  Florida,  Georgia,  Mis- 
sissippi, North  Carolina,  South  Carolina,  Tennessee).  In  the  same  year, 
the  lumber  industry — confined  largely  to  the  cruder  mill  operations — en- 
gaged about  one-sixth  of  the  industrial  workers  in  that  group  of  states. 
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Agricultural  and  industrial  specialization  in  the  South  not  only  re- 
sulted in  economic  instability  but  also  in  a  relatively  low  level  of  eco- 
nomic welfare.  The  industries  paid  relatively  low  wages  and  employed 
largely  low-skilled  workers.  Consequently,  with  18  percent  of  the  nation's 
manufacturing  working  force,  the  South's  share  of  total  manufacturing 
pay  rolls  in  the  United  States  was  only  11  percent  in  1940.  The  South, 
with  about  half  of  the  nation's  farm  population  and  a  third  of  its  crop- 
land, received  in  1940  onlv  a  fourth  of  the  total  farm  income. 

In  recent  years,  however,  great  progress  has  been  made  in  the  South 
toward  diversification  of  both  agriculture  and  industry  and  toward  the 
development  of  greater  income-producing  activities  in  both  fields.  In 
agriculture,  the  increased  importance  of  meat,  milk,  poultry  products, 
fruit,  and  vegetables  has  been  a  recent  phenomenon.  In  industry,  the  war 
and  postwar  period  brought  significant  expansions  in  chemicals,  farm 
equipment,  tires,  automobile  assembly,  electrical  equipment,  aluminum, 
and  food  products. 


Idle  Resources 


The  South  has  potentially  the  most  rapidly  growing  labor  force  in 
the  nation.  The  excess  of  births  over  deaths  is  higher  than  in  any  other 
region.  Yet  as  a  result  of  insufficient  employment  opportunities  during 
the  1920-30  decade,  the  South  supplied  by  migration  an  average  of  130,- 
000  persons  a  year  to  other  regions  of  the  country.  During  World  War  II, 
the  annual  rate  of  migration  from  the  South  increased  to  300,000. 

The  mineral  resources  of  the  South  constitute  another  important  eco- 
nomic asset.  Petroleum,  natural  gas,  coal,  stone,  sulphur,  sand  and  gravel, 
and  iron  ore  are  the  most  important  of  the  minerals.  Others  are  bauxite, 
phosphate  rock,  clay,  lime,  salt,  and  zinc.  Some  of  these  basic  minerals 
are  well  developed  but  in  most  cases  there  is  room  for  much  more  in- 
tensive utilization. 

More  than  two-fifths  of  the  South  is  forest  land,  85  percent  of  which 
is  capable  of  producing  commercial  timber.  Under  improved  forest  man- 
agement the  lumber  output  of  this  region  could  be  substantially  in- 
creased over  present  levels.  Opportunities  in  pulp  making  appear  to  con- 
sist in  more  extensive  use  of  hardwoods,  presently  largely  untapped, 
through  new  processes  or  by  increasing  the  ratio  of  hardwoods  that  can 
be  used  in  making  sulphate  pulp. 

In  power  development  the  South  still  has  further  opportunities  for 
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expansion,  even  though  rapid  strides  have  been  made  in  recent  years  by 
the  Tennessee  Valley  Authority  and  private  power  producers.  And  not  to 
be  excluded  is  the  greater  potential  agricultural  output  which  can  result 
from  agricultural  mechanization  and  a  wider  adoption  of  soil  conserva- 
tion and  soil  building  practices. 


Low  Income — Small  Market 


Low  incomes  mean  a  small  market  demand  by  consumers.  Despite 
gains  in  recent  years  the  South  still  remains  a  comparatively  low-income 
area.  The  low  productivity  in  agriculture,  predominance  of  low-wage 
industries,  and  the  under-utilization  of  resources  are  the  major  elements 
responsible  for  the  low  level  of  income.  Although  the  gap  in  per  capita 
income  between  the  South  and  the  average  for  the  United  States  has 
narrowed  relatively  since  the  pre- World  War  II  period,  none  of  the 
southern  states  had  a  per  capita  income  in  1947  equal  to  the  national 
average  and  most  of  them  were  far  below.  The  per  capita  incomes  for 
each  of  the  southern  states  are  shown  in  Table  2  for  1940  and  1947. 

Table  2.  Per  Capita  Income  Payments  by  States,  1940  and  1947 

State  1940 

Alabama  $268 

Arkansas  252 

Florida  471 

Georgia  315 

Kentucky  308 

Louisiana  357 

Mississippi  202 

North  Carolina  316 

Oklahoma  356 

South  Carolina  286 

Tennessee  317 

Texas  413 

Virginia  450 

Continental  U.  S.  575 

Source:  "State  Income  Payments  in  1947/'  Survey  oi  Current  Business,  August  1948, 
Tables  5  and  7,  also  map. 

The  problem  of  the  South  is  well  illustrated  by  the  comparison  of  its 
per  capita  income  to  that  of  the  nation  and  it  is  encouraging  that  this 
relative  disparity  has  been  narrowed. 

The  Pace  Report  lists  and  discusses  the  following  forces  as  the  causes 
of  low  incomes  and  living  standards  in  the  Cotton  South. 
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Percent  Increase 

1947 

1940  to  1947 

837 

212 

710 

182 

1,104 

134 

885 

181 

850 

176 

892 

150 

659 

226 

890 

152 

1,053 

161 

778 

172 

916 

189 

1,128 

173 

1,064 

136 

1,323 

130 

1.  Low  productivity  of  manpower  in  southern  agriculture. 

2.  The  exceptionally  high  rate  of  natural  increase  of  the  southern  farm 
population. 

3.  The  past  and  continuing  high  rate  of  soil  erosion  and  soil  depletion. 

4.  Lack  of  capital. 

5.  Educational  deficiencies. 

6.  Health  deficiencies. 

7.  Lack  of  skills  for  nonfarm  pursuits. 

8.  The  South's  infant  industry  status. 

9.  Inadequate  local  market  demands. 

10.  Adjustments  required  by  increased  rate  of  farm  mechanization. 

This  last  factor — farm  mechanization — a  new  problem  of  spectacular 
proportions  threatens  temporarily  at  least,  to  cut  into  total  income  pay- 
ments. Revolutionary  new  tools  such  as  the  mechanical  cotton  picker, 
the  flame  weeder,  improved  tractors,  and  other  less  important  labor- 
saving  equipment  will  greatly  increase  the  productivity  of  workers  in 
southern  agriculture.  Consequently,  the  number  of  farm  workers  re- 
quired may  be  reduced  by  an  estimated  2,000,000  persons  by  1965.  Al- 
though these  labor-saving  devices  will  eventually  benefit  the  South,  the 
immediate  future  is  likely  to  be  concerned  with  the  need  for  new  job  op- 
portunities. The  natural  tendency  is  to  look  to  new  industry  as  a  means 
of  absorbing  the  displaced  farm  labor.  It  is  therefore  understandable 
that  such  great  emphasis  has  been  placed  on  a  program  to  industrialize 
the  South.  And  with  the  weaknesses  of  the  South's  industrial  structure 
in  mind,  southern  leaders  are  seeking  means  of  stimulating  not  only 
more  industry  but  "better"  industry — industry  that  will  use  complex 
skills,  pay  higher  wages,  and  increase  other  incomes,  in  addition  to  di- 
versifying the  industrial  structure. 


Branch  Plants 


Much  of  the  more  recent  industrial  development  of  the  South  has 
been  both  directed  and  financed  from  outside  the  region,  through  the 
establishment  of  branch  plants  of  national  manufacturing  concerns.  The 
extent  of  "foreign"  control  of  southern  industry  is  suggested  by  some 
1939  statistics  for  the  seven  states  of  the  Southeast.  Nationally,  18.5  per- 
cent of  all  manufacturing  establishments  were  branch  plants  and  they 
produced  about  65  percent  of  the  total  value  of  manufactured  products. 
In  the  southeastern  region,  27.2  percent  of  all  establishments  were 
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branch  plants  which  produced  almost  70.5  percent  of  the  region's  total 
value  of  products.  This  dominance  of  branch  plants  also  undoubtedly 
applies  to  new  facilities  constructed  since  1939  although  no  exact  meas- 
ure is  yet  at  hand. 

The  presence  of  these  branch  plants  in  the  regional  manufacturing 
structure  has  major  implications  for  industrial  development.  The  head- 
quarters of  the  parent  concerns  from  which  the  major  policies  of  the 
southern  branch  plants  are  directed  are  in  New  York,  Chicago,  Detroit, 
and  other  management  centers.  The  large  concerns  of  the  North  had  the 
necessary  capital,  skills,  and  marketing  outlets  to  sponsor  manufacturing 
in  the  South.  Because  these  outside  companies  have  been  the  source  of 
much  industrial  expansion  in  the  past,  there  is  still  a  proclivity  on  the 
part  of  southern  promoters  to  devote  a  lot  of  their  energy  toward  induc- 
ing outside  companies  to  build  new  plants  in  the  South.  This  is  not  nec- 
essarily inconsistent  with  aiding  local  entrepreneurs  in  the  financing  and 
establishment  of  new  "home"  manufacturing  enterprises,  but  some 
states  have  emphasized  these  local  ventures  more  than  others. 

It  may  be  that  the  general  economic  health  of  the  South  would  be 
improved  if  local  representation  on  boards  of  directors  of  concerns  with 
local  branch  plants  were  required.  Some  such  effort  to  represent  the  in- 
terests of  the  area  may  be  of  advantage  to  both  the  company  and  the 
area. 


New  Postwar  Industrial  Expansion 


A  new  wave  of  industrial  expansion  swept  the  entire  nation  after 
World  War  II.  Stimulation  came  from  the  demand  postponed  during 
the  war  and  also  from  the  great  new  demand  accompanying  the  high 
peacetime  level  of  economic  activity.  Total  demand  has  been  so  great 
for  most  products  that  both  new  expansions  and  old  plant  facilities  have 
been  required.  This  has  had  special  significance  in  the  South,  for  a  new 
industrial  region  can  attract  a  "new"  plant  when  the  total  capacity  in  an 
industry  is  expanding  without  displacing,  at  least  for  the  time  being, 
an  existing  plant  elsewhere. 

Since  the  war  the  importance  of  the  South  has  increased  in  nearly 
every  major  industry  group.  In  terms  of  total  wages  and  salaries  paid  the 
increase  in  the  share  of  the  South  from  1940  to  1946  is  shown  in  Table  3. 

Several  significant  geographic  shifts  are  indicated  by  the  state  figures. 
Some  shifts  accentuated  the  importance  of  established  forms  of  produc- 
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tion.  For  example,  in  textile  mill  products  there  was  further  concentra- 
tion in  the  Southeast,  mainly  in  Georgia  and  South  Carolina,  and  a  rela- 
tive decline  in  the  Northeast,  especially  in  Pennsylvania.  In  lumber  man- 
ufacturing, there  was  a  notable  shift  in  relative  importance  of  lumber 
production  from  the  Far  West  to  the  Southeast.  Evidences  of  the  de- 
velopment of  new  production  centers  in  the  South  were  the  shifts  in 
relative  importance  of  paper  production  to  the  deep  South  at  the  ex- 
pense of  New  England,  gains  in  chemicals  in  Tennessee  and  Texas  with 
relative  decreases  in  several  northern  states,  expansion  of  food  processing 

Table  3.  Wages  and  Salaries  in  Specified  Manufacturing  Industries  in 

the  South  as  a  Percent  of  the  Total  for  the  United  States, 

1940  and  1946 


Tobacco  manufacturers 

Textile  mill  products 

Lumber  and  timber  basic  products 

Products  of  petroleum  and  coal 

Furniture  and  finished  lumber  products 

Chemicals  and  allied  products 

Food  and  kindred  products 

Paper  and  allied  products 

Stone,  clay  and  glass  products 

Printing,  publishing  and  allied  industries 

Apparel  and  other  finished  textile  products 

Nonferrous  metals  and  their  products 

Transportation  equipment  including  autos 

Rubber  products 

Leather  and  leather  products 

Iron  and  steel  and  their  products 

Machinery  (Except  electrical) 

Miscellaneous  manufacturing  industries 

Electrical  machinery 

in  the  South  and  Far  West  in  contrast  to  relative  declines  in  certain  east- 
ern states,  and  the  new  southern  plants  for  several  nonferrous  metal 
products  and  for  rubber  tires. 

The  above  figures,  however,  include  only  a  part  of  the  large-scale  post- 
war expansion,  because  the  bulk  of  the  new  plants  were  just  coming  into 
full  production  at  the  end  of  1948.  Although  census  data  are  not  yet 
available  there  are  indications  that  the  South  has  expanded  at  a  faster 
rate  than  the  rest  of  the  country  throughout  the  postwar  period.  For  ex- 
ample, a  tabulation  by  a  private  development  agency  (Territorial  In- 
formation Department,  Chicago,  Illinois,  Survey  of  Industrial  Expan- 
sion September,  1948),  shows  that  the  13  states  of  the  South  accounted 
for  35  percent  of  the  national  total  of  $1.9  billion  for  manufacturing 
buildings  contracted  for  since  the  war — specifically  for  the  three  years 
from  July,  1945  through  June,  1948.  Texas  made  up  roughlv  40  percent 
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1946 

53.41 

57.94 

36.18 

39.94 

33.50 

37.15 

29.00 

30.66 

19.48 

21.03 

15.32 

19.82 

13.15 

15.25 

11.77 

14.21 

10.37 

10.81 

8.73 

8.64 

7.00 

8.20 

4.85 

6.79 

3.84 

6.64 

3.41 

6.21 

4.68 

5.80 

5.37 

5.66 

3.59 

3.86 

2.33 

2.45 

.86 

1.13 

of  the  southern  total.  This  study  was  based  on  contracts  awarded,  valued 
at  $100,000  or  more,  for  manufacturing  plants  or  additions  as  reported 
by  the  Engineering  News-Record.  Although  final  costs  often  exceed  con- 
tract figures,  and  the  smaller  plants  have  been  excluded  by  the  $100,000 
lower  limit,  the  proportion  indicated  by  the  study  is  probably  a  reason- 
ably good  indicator  of  the  geographic  pattern  of  the  postwar  industrial 
expansion. 

The  South  appears  to  be  attracting  the  types  of  industry  which  will 
contribute  further  toward  diversification  and  internal  balance  of  its  in- 
dustrial structure  and  toward  raising  incomes  to  the  national  level.  Since 
the  end  of  World  War  II,  high-wage  industries  like  automobile  assembly, 
agricultural  implements,  other  machinery,  chemicals,  and  rubber  tires 
have  been  attracted  by  the  South  as  a  market.  The  materials  of  the 
South  have  attracted  many  new  pulp  and  paper  plants  and  producers  of 
food  products;  low  cost  power  and  natural  gas  have  drawn  copper  tubing 
and  electric  lamp  factories;  and  the  petroleum  resources  have  attracted 
refineries  and  other  chemical  facilities.  In  the  recent  expansion,  labor 
has  been  the  least  important  of  the  three  major  location  factors,  as  will 
be  pointed  out  below,  but  it  has  been  responsible  for  several  significant 
new  machinery  plants  in  addition  to  a  host  of  new  textile  and  apparel 
factories.  Most  of  the  industries  mentioned  are  new  to  the  South  or 
existed  only  as  small  segments  of  the  economy  before  the  war.  The  bulk 
of  the  new  industries  will  bring  higher  wage  scales  to  the  South. 

What  is  the  significance  of  this  wave  of  industrial  expansion  in  the 
South?  Job  opportunities  are  being  created  for  part  of  the  present  surplus 
labor  force,  and  more  opportunities  doubtless  will  be  created  for  the 
workers  to  be  displaced  by  the  mechanization  of  agriculture.  Moreover, 
the  higher  wages  of  the  new  industries  will  help  to  raise  the  general  in- 
come level.  In  this  respect  and  in  others,  industrial  development  is  a 
dynamic  process.  New  industries  tend  to  make  use  of  local  sources  of  ma- 
terials and  help  to  develop  the  area.  As  the  southern  workers  acquire  new 
skills  they  are  more  likely  to  attract  industries  requiring  skilled  personnel. 
And,  of  course,  the  increased  income  will  continue  to  attract  new  market 
oriented  industries. 
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THREE 

Business  Objectives  of  Plant  Location 


HE  businessman  chooses  the  locations  for  industrial  facilities  in  order 
to  obtain  low  costs,  a  high  sales  volume,  or  both.  Consequently,  any- 
one hoping  to  understand  or  influence  the  geographical  distribution  of 
manufacturing  plants  must  become  familiar  with  the  specific  objec- 
tives underlying  this  type  of  business  decision. 

-^  The  first  step  in  understanding  this  field  of  business  behavior  is  to 
-  'analyze  the  ways  in  which  the  selection  of  a  plant  location  arises  as  a 
business  problem.  The  next  step  is  to  examine  the  business  advantages 
which  result  from  selecting  good  locations,  and  within  this  framework  to 
understand  how  a  businessman  determines  the  specific  advantages  to  be 
achieved  in  locating  a  plant  to  make  a  particular  product.  For  a  specific 
location  problem  certain  of  the  general  factors  are  of  compelling  im- 
portance in  the  selection  of  a  favorable  location  zone,  whereas  others  are 
of  only  minor  influence.  These  other  general  factors  and  the  many  other 
secondary  considerations  enter  into  the  determination  of  the  particular 
site.  Finally,  it  is  useful  to  ^arrive  at  a  convenient  and  practical  method 
for  classifying  the  location  problems  of  the  many  diEerent  types  of  in- 
dustrial operations  according  to  the  major  factors  involved.  Although 
they  may  appear  to  vary  widely  in  location  characteristics,  most  plants 
fall  into  one  of  three  general  groups  on  the  basis  of  the  principal  ad- 
vantage of  location  for  the  particular  plant.  These  three  groups  suggested 
by  our  analysis  of  the  many  actual  cases,  are  (1)  market  oriented;  (2) 
material  oriented;  and  ( 3  )  labor  oriented.1 

1  In  analyzing  the  large  amount  of  case  material  made  available  to  us,  the  authors 
found  little  guidance  on  this  classification  problem  in  the  previously  published  studies 
of  industrial  location.  Because  of  the  large  number  of  considerations  which  may  be 
involved  theoretically  in  each  location  decision,  and  because  these  considerations 
vary  greatly  in  importance  among  the  different  types  of  manufacturing,  previous 
studies  generally  inferred  that  it  was  impossible  to  do  other  than  consider  each  loca- 
tion decision  as  separate  and  distinct  from  any  other.  But  with  88  different  location 
decisions  to  present,  we  were  forced  to  search  for  a  relatively  simple  general  pattern 
of  business  behavior.  This  pattern,  which  conveniently  emerged  from  the  data,  not 
only  became  our  basis  for  classifying  and  discussing  the  case  material  but  also  seemed 
to  provide  a  practical  tool  for  analyzing  location  problems  from  either  the  business- 
man's or  development  agency's  point  of  view. 
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Plant  Location  as  a  Business  Problem 


In  the  main,  plant  location  decisions  are  made  infrequently  by  the  av- 
erage businessman.  He  may  make  numerous  price,  wage,  or  sales  de- 
cisions in  the  ordinary  course  of  his  duties,  but  be  called  upon  to  locate 
a  plant  only  once  in  a  lifetime.  Plant  location  as  a  business  problem  gen- 
erally arises  as:  (a)  a  part  of  a  plan  for  a  completely  new  enterprise;  (b) 
a  means  of  improving  or  saving  an  existing  plant  by  relocation;  or  (c)  an 
expansion  of  a  going  concern  through  adding  an  additional  plant. 

1.  New  Enterprise 

The  simplest  situation  in  many  respects  occurs  when  a  completely  new 
enterprise  is  being  started.  Yet  in  such  cases,  securing  finances,  assem- 
bling a  completely  new  manufacturing  and  sales  organization,  or  arrang- 
ing for  sources  of  supply  may  overshadow  the  problem  of  where  the  busi- 
ness should  be  located.  Furthermore,  if  the  new  enterprise  begins  in  a 
small  way,  which  is  usually  the  case,  the  entrepreneurs  may  not  have  the 
resources  to  survey  a  large  number  of  potential  locations  and  select  the 
most  advantageous  one.  In  fact,  they  may  give  no  thought  at  all  to  pos- 
sible alternative  locations. 

Only  two  of  the  eighty-eight  new  plant  locations  we  selected  for  study, 
by  the  method  and  criteria  set  out  in  Appendix  A,  were  completely  new 
enterprises.  Although  this  small  proportion  of  new  enterprises  may  be 
accounted  for  in  part  by  the  exclusion  from  our  study  of  most  plants  in- 
volving less  than  the  relatively  small  investment  of  $100,000,  a  re-exam- 
ination of  several  more  extensive  lists  of  new  postwar  plants  in  the  South 
confirmed  the  impression  that  comparatively  few  new  manufacturing  en- 
terprises were  started  in  the  South  during  the  postwar  period. 

The  fields  entered  by  new  enterprises  were  primarily  food  processing, 
hosiery,  apparel,  and  furniture.  Probably  the  largest  completely  new  post- 
war enterprise  in  the  South  was  the  Coosa  River  Newsprint  Company,  a 
$10,000,000  plant  which  was  sponsored  and  financed  by  southern  news- 
paper publishers  who  acquired  a  government-owned  ordnance  plant  at 
Childersburg,  Alabama. 

2.  Relocations 

A  company  having  a  reasonable  degree  of  business  success  is  unlikely 
to  disrupt  its  operations  to  move  its  plant.  But  when  shortages  of  labor 
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or  accessible  materials  occur  or  when  a  competitor  has  capitalized  on 
some  hitherto  unrealized  location  advantage,  a  company  may  be  forced 
into  relocating  its  plant. 

Yet  the  transfer  of  an  entire  plant  "lock-stock-and-barrel"  from  one  lo- 
cation to  another  is  a  rare,  though  dramatic,  event.  Despite  the  popular 
illusion  that  the  South  is  being  industrialized  simply  at  the  expense  of 
New  England  or  other  areas,  relocations  have  made  a  relatively  minor 
contribution  to  the  postwar  wave  of  industrialization  in  the  South. 

Only  three  of  the  plants  covered  in  the  study  were  relocations.  The 
Clark  Thread  Company,  one  of  the  largest  thread  manufacturers  in  the 
country,  abandoned  a  plant  in  Newark,  New  Jersey,  and  completed  a 
fifteen-year  program  of  shifting  the  company's  entire  operations  to  the 
South.  A  tight  labor  market  and  high  labor  costs  in  the  Newark  area 
were  the  reasons  given  by  the  company  for  the  move.  The  other  two 
cases  of  plant  relocation — Boyle-Midway,  Inc.  at  Chamblee,  Georgia, 
and  American  Lumber  and  Treating  Company  at  Florence,  South  Caro- 
lina— were  not  clear  examples  of  relocation  because  they  involved  an 
expansion  in  total  capacity  and  a  shift  in  markets. 

The  postwar  high  level  of  prosperity  justified  using  all  available  ca- 
pacity in  most  industries,  no  matter  how  uneconomically  located.  But 
even  in  less  prosperous  times,  shifting  the  location  of  an  existing  plant 
has  not  been  a  widespread  practice.  Moving  a  plant  entails  a  possible 
^sacrifice  of  some  of  the  investment  in  the  old  site  and  building,  a  costly 
interruption  of  operations,  the  loss  of  old  employees  and  the  additional 
<-expense  of  training  new  workers,  and  many  other  expenses.  The  ad- 
vantages of  a  new  location  must  be  outstanding  to  induce  such  a  move. 

3.  Branch  Plants 

The  most  important  reason  for  locating  plants  in  the  South  during  the 
postwar  period  was  the  desire  of  existing  concerns  to  expand  their  overall 
productive  capacity  by  building  a  new  branch  plant.  An  environment  of 
full  employment  and  a  swollen  demand  for  most  products  explains  why 
83  of  the  88  plants  included  in  this  study  were  newly  constructed  branch 
plants  of  already  well  established  concerns. 

The  decision  to  build  a  new  plant  and  to  establish  it  at  a  new  location 
arose  in  one  or  more  of  the  following  business  situations  in  the  cases  in- 
vestigated: 

1.  The  old  plant  had  already  achieved  it  optimum  size  and  a  completely 
new  plant  would  permit  greater  efficiency  and  lower  costs  per  unit  of 
output. 

2.  Economies  of  product  specialization  could  be  realized.  Where  several 
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different  products  were  produced  in  the  same  plant,  it  was  often  ad- 
vantageous to  establish  individual  plants  for  the  several  products  when 
increased  demand  justified  expansion. 

3.  Greater  capacity  was  needed  but  newer  technologies  could  not  be  in- 
tegrated with  the  industrial  methods  and  machinery  of  the  old  plant.  For 
example,  the  newer  single-story  plant  layouts  in  the  tire  industry  could 
not  be  added  to  the  old  multi-storied  plants. 

4.  Supplier  _of.  materials,  labor,  and  space  were  inadequate  in  existing  loca- 
tions to  support  increase'd'productive  facilities. 

5.  .Demand  in  an  area  being  supplied  by  a  distant  plant  had  increased  suf- 

ficiently to  support  an  economic  sized  plant. 

6.  The  risk  of  complete  stoppage  of  company  operations  due  to  labor  dif- 
ficulties, shortages  of  materials,  or  hazards  of  weather  could  be  minimized 
by  increasing  the  number  of  plants  and  by  geographically  separating  them 
when  expansion  was  warranted. 

7.  The  advantages  of  a  rapid  increase  in  production  dictated  a  preference  for 
acquiring  idle  plant  facilities  already  available  rather  than  constructing 
an  addition  to  an  old  plant. 


Location  Advantages 


When  confronted  by  the  location  problem,  the  experienced  business- 
man is  likely  to  undertake  two  lines  of  inquiry.  First,  he  will  review  the 
business  advantages  which  vary  with  the  location.  Secondly,  he  will  apply 
this  general  knowledge  to  his  specific  problem  in  order  to  estimate 
variations  in  projected  business  performance  at  various  locations. 

In  actual  practice,  businessmen  may  skip  the  first  step  and  seek  a 
direct  approach  to  the  second.  In  fact,  most  businessmen  emphasized 
the  simplicity  of  their  problem.  For  a  broader  understanding  of  plant 
location,  it  should  be  helpful  to  analyze  the  background  information 
which  many  businessmen  take  for  granted. 


1.  Types  oi  Location  Advantages 

The  major  economic  advantages  to  be  achieved  by  wise  location  de- 
cisions are:  securing  immobile  factors,  reducing  transportation  costs,  low- 
ering production  costs,  increasing  the  supply  of  raw  materials,  increasing 
the  demand  for  the  product,  and  benefiting  from  the  economies  of  de- 
centralization or  centralization. 

In  addition  to  these  major  advantages,  which  play  a  special  and  dom- 
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inant  role  in  business  location  decisions,  there  are  a  multitude  of  less 
important  location  considerations.  Some  of  the  secondary  factors  most 
frequently  mentioned  by  businessmen  are :  ^transport  services,-  available 
buildings  and  sites/  taxes,  state  and  local  influences;  living  conditions, 
..climate,  and  proximity  to  capital  and  management  personnel. 

securing  immobile  factors — One  natural  business  problem  arises 
from  the  fact  that  most  materials  are  available  in  the  desired  quantity 
only  in  certain  areas.  Minerals,  for  example,  are  highly  localized  and  even 
agricultural  materials  are  confined  to  a  few  definite  regions. 

If  the  materials  can  be  freely  transported,  the  main  consideration  in 
location  may  be  minimizing  transport  costs.  However,  if  they  are  not 
easily  transported  to  the  plant  and  if  they  are  sufficiently  important,  they 
are  likely  to  determine  the  plant  location.  This  type  of  situation  arises 
because  certain  essential  factors  are  comparatively  immobile,  usually  be- 
cause of  great  reduction  in  weight  or  volume  or  because  of  perishability. 

As  a  rule,  low-grade  ore  cannot  be  moved  any  great  distance  from  the 
mine.  Water,  used  in  large  quantities  in  the  industrial  process,  is  in  effect 
an  immobile  material.  Many  chemical  plants  requiring  water  for  in- 
dustrial process  or  cooling  purposes,  must  locate  near  a  satisfactory  water 
supply. 

Plants  dependent  on  low-cost  electric  power  or  low-cost  natural  gas 
have  in  the  main  the  same  kind  of  locational  problem.  Over  a  period  of 
time  and  at  great  expense  these  energy  sources  can  be  transported  to  new 
areas.  Practically  speaking,  however,  plants  for  which  these  forms  of  en- 
ergy are  of  dominant  importance  will,  because  of  transmission  costs,  most 
advantageously  be  placed  close  to  such  sources  of  supply,  as  the  gas  fields 
of  the  Southwest  or  the  low-cost  TVA  power  area. 

Still  other  materials  have  limited  mobility  because  they  are  perishable. 
Raw  milk,  despite  rapid  strides  in  refrigeration  techniques,  is  highly  per- 
ishable. Plants  such  as  cheese  factories  requiring  large  milk  supplies 
must  be  located  close  to  dairying  regions. 

transport  savings — Savings  in  transportation  costs  are  usually  an  im- 
portant objective  in  plant  location  if  the  required  materials  are  either 
transportable  or  available  generally,  and  if  the  demand  for  the  product  is 
independent  of  the  location  of  the  producing  plant.  Lower  cost  of  ma- 
terials at  a  distant  source  of  supply  is  sometimes  substantial  enough  to 
outweigh  greater  transport  costs  to  the  market.  Likewise  lower  transport 
costs  may  sometimes  make  a  costlier  but  closer  source  of  materials  more 
desirable  for  supplying  a  given  market.  Assuming,  however,  that  the 
cost  of  materials  at  alternate  sources  is  the  same,  utilization  of  the 
source  of  materials  nearest  to  the  market  will  usually  result  in  transport 
cost  savings. 
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Weight  loss  in  processing  is  a  characteristic  of  many  types  of  manufac- 
turing. Transport  savings  result  when  plants  are  located  near  the  source 
of  materials,  and  a  minimum  amount  of  transport  cost  is  expended  for 
moving  materials  which  do  not  go  into  the  finished  product.  In  other 
words,  it  is  less  expensive  to  transport  the  finished  products  than  the 
equivalent  in  materials. 

Although  most  industries  are  dependent  upon  one  dominant  material 
in  their  selection  of  a  location,  there  are  a  few  industries  which  combine 
several  transportable  and  important  raw  materials  into  a  single  com- 
modity. The  production  of  pig  iron,  which  requires  large  quantities  of 
coal,  limestone,  and  iron  ore  and  uses  about  three  tons  of  raw  material 
for  one  ton  of  pig,  illustrates  the  multi-material  type  of  plant.  Usually  the 
materials  are  widely  separated.  Then  the  problem  is  presented  of  locat- 
ing either  at  the  source  of  one  of  the  materials  or  at  an  assembly  point 
between  the  scattered  sources  and  the  market.  Where  the  market  is  lo- 
cated within  the  area  enclosing  the  raw  materials,  the  best  assembly  point 
for  minimizing  total  transport  costs  is  likely  to  be  chosen. 

In  a  few  cases  the  processing  may  be  "weigh t^aiiim^/'  This  occurs 
when  some  of  the  ingredients  of  the  finished  product  are  freely  available 
in  the  area  of  the  market.  In  such  instances,  it  is  more  economical  to  add 
these  "ubiquitous"  materials  at  the  market  and  thus  keep  at  a  minimum 
the  transport  expenses  on  this  portion  of  the  weight  of  the  finished 
product.  An  example  of  a  weight-gaining  industry  is  the  manufacture 
of  sulphuric  acid.  Powdered  sulphur,  the  major  raw  material,  is  moved 
to  a  point  near  the  market  and  made  into  sulphuric  acid  by  the  addition 
of  locally  available  oxygen  and  water.  Steel-making  involves  a  similar 
location  problem  when  scrap  metal  constitutes  a  substantial  part  of  the 
weight  of  the  finished  product  because  of  its  availability  in  large  quanti- 
ties at  the  market. 

Another  method  of  reducing  transport  costs  is  by  adjusting  to  custom- 
ary freight  rate  differentials.  As  a  rule  the  rates  on  finished  products  are 
higher  than  those  on  raw  materials.  But  this  adjustment,  of  course,  de- 
pends on  the  relative  volumes  of  raw  materials  and  finished  products 
which  have  to  be  moved. 

Thus,  the  major  ways  in  which  transport  savings  may  be  achieved  in  se- 
lecting a  location  include  utilizing  the  source  of  materials  nearest  to  the 
^R  market,  minimizing  the  transportation  of  both  waste  and  ubiquitous  ma- 
\       terials,  and  taking  advantage  of  transport  rate  differentials. 

lower  labor  costs — Probably  the  best  known  advantage  of  location 
is  savings  in  labor  costs.  These  costs,  of  course,  are  not  simply  a  matter 
of  wage  rates  but  depend  also  upon  Worker  efficiency,  labor  turnover,  and 
'freedom  from  labor  disturbances. 
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Geographical  variations  in  labor  costs  among  regions  and  between  ur- 
ban and  rural  areas  have  been  explained  by  such  factors  as:  the  relative 
immobility  of  workers,  regional  variations  in  population  growth  and  in 
the  expansion  of  job  opportunities,  and  degree  of  unionization.  Possible 
savings  in  labor  costs  may  influence  plant  location  where  transport  costs 
are  an  unimportant  part  of  total  costs  and  where  labor  costs  assume  a 
more  important  role. 

The  shoe  industry  is  an  excellent  example  of  the  influence  of  geo- 
graphical variations  in  labor  costs  on  location.  Since  the  value  of  the 
finished  product  is  high  in  relation  to  its  weight,  transportation  costs 
are  a  small  part  of  the  delivered  cost  of  a  pair  of  shoes.  On  the  other 
hand,  because  of  the  requirements  of  the  manufacturing  process,  labor 
costs  are  an  important  production  cost.  As  a  result  lower  labor  costs 
have  made  the  South  and  rural  areas  in  general  more  attractive  for 
shoe  plants  than  urban  areas  and  the  Northeast.  The  shift  in  the  textile 
industry  is  another  example  of  the  locational  advantage  of  lower  labor 
costs. 

Before  the  war  wage  differentials  were  largely  emphasized  as  the  reason 
for  lower  labor  costs.  In  the  postwar  period,  the  basis  for  labor  cost 
savings  has  more  frequently  been  explained  as  the  continuity  of  opera- 
tions permitted  by  a  large  and  satisfactory  supply  of  labor. 

increasing  the  supply  of  materials — Businessmen  state  that  the 
choice  of  a  plant  location  may  influence  the  size  of  the  purchasable 
material  supply.  This  consideration  is  especially  important  where  ma- 
terials are  in  short  supply  or,  as  in  the  case  of  agricultural  products,  the 
materials  have  to  be  produced. 

The  meat  packers,  for  example,  have  explained  that  they  are  able 
to  increase  their  purchases  in  the  cattle  raising  areas  by  establishing  local 
plants.  Manufacturers  of  dairy  products  also  state  that  by  placing  plants 
in  an  area  they  can  not  only  increase  their  purchases  of  the  available 
milk  in  that  area  but  also  stimulate  an  overall  increase  in  milk  produc- 
tion. 

increasing  the  demand  for  the  finished  product — The  demand  for 
a  plant's  output  may  often  be  influenced  greatly  by  the  location  of  the 
plant.  This  advantage  of  location  was  pointed  out  by  producers  of 
paint,  household  chemicals,  and  other  products. 

The  basis  for  this  advantage  was  explained  by  one  manufacturer  in 
terms  of  regional  loyalty.  He  found  a  preference  in  the  South  for 
southern-made  products.  Other  explanations  have  been  in  terms  of 
better  factory  service  to  regional  buyers. 

Certain  products  may  require  factory  service  or  overhaul  from  time  to 
time.  The  closest  producers  of  these  items  can  best  provide  this  neces- 
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sary  service.  A  large  manufacturer  of  heavy  electrical  equipment  which 
requires  periodical  factory  reconditioning  located  a  new  plant  in  the 
Southwest  in  order  to  secure  a  larger  share  of  the  business  in  that  area. 
decentralization  vs.  centralization — Decentralization  is  often 
favored  as  a  means  of  getting  closer  to  various  segments  of  the  market 
and  of  avoiding  risks  of  concentration.  Proximity  to  markets  is  favored 
for  reasons  already  discussed.  The  risks  of  concentration  mentioned  by 
businessmen  were  labor  stoppages,  local  tax  laws,  railroad  strikes,  fires, 
floods,  and  storms.  On  the  other  hand,  centralization  of  plants  may 
permit  joint  use  of  services  and  specialized  facilities  required  by  all  the 
units  in  an  industry.  This  makes  it  unnecessary  for  each  producer  to 
provide  himself  with  all  these  services  and  facilities.  The  shoe  industry 
is  a  well-known  example  of  the  kinds  of  specialization  that  develop 
in  an  area  where  an  industry  is  concentrated. 

2.  Location  Advantages  in  a  Specific  Industry 

The  importance  of  careful  location  selection  to  the  success  of  an 
enterprise  varies  greatly  among  the  many  types  of  industrial  operations. 
In  some  instances  the  extra  costs  and  business  obstacles  resulting  from  a 
poor  location  decision  may  be  so  severe  as  to  make  the  successful  opera- 
tion of  a  plant  an  impossibility.  At  the  other  extreme,  some  types  of 
plants  have  relatively  little  to  gain  from  a  perfect  location.  The  case 
material  at  hand  covering  a  wide  range  of  plant  types  indicates,  however, 
that  location  economies  or  diseconomies  are  generally  of  substantial 
magnitude. 

As  a  business  decision,  the  location  problem  becomes  a  matter  of 
relating  the  potential  business  advantages  of  wise  location  to  the 
characteristics  of  the  type  of  operation  undertaken.  Each  businessman 
must  ascertain  which  specific  location  factors  are  important  for  his 
particular  type  of  plant.  And  because  all  of  the  location  advantages 
important  for  a  specific  type  of  plant  are  generally  not  available  in  any 
one  location,  he  must  rank  the  location  factors  in  the  order  of  their 
importance.  In  this  way,  as  a  practical  approach  to  the  problem,  the 
businessman  can  seek  a  location  on  the  basis  of  the  most  important  ad- 
vantage and  then  make  secondary  adjustments,  where  necessary,  in  order 
to  satisfy  the  minimum  needs  for  the  other  factors. 

Deciding  which  location  advantages  are  most  important  in  a  given 
situation  may  appear  to  be  a  difficult  problem.  In  practice,  however, 
most  businessmen  find  that  their  familiarity  with  the  industry  makes  the 
answer  clear.  Without  any  intricate  analysis,  the  shoe  manufacturer 
knows  that  savings  in  labor  costs  are  the  most  important  locational 
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advantage  for  his  industry;  the  automobile  producer  establishing  an 
assembly  plant  is  immediately  aware  of  the  dominant  locational  im- 
portance of  transport  savings  on  the  finished  product;  and  the  pulp 
and  paper  manufacturer  recognizes  that  proximity  to  a  source  of  raw 
materials  as  a  means  of  reducing  transport  costs  is  crucial  to  his  loca- 
tion problem. 


A  Method  of  Classifying  Plant  Location  Decisions 


After  deciding  what  to  look  for,  the  businessman,  as  an  ideal  solution, 
would  make  cost  estimates  for  a  number  of  alternative  locations  before 
making  his  choice.  But  in  order  to  simplify  his  problem,  by  eliminating 
the  many  obviously  unattractive  possibilities,  the  businessman  almost 
invariably  follows  the  practice  of  selecting  a  location  in  two  steps.  First, 
he  selects,  a  general  area  on  the  basis  of  the  most  important  advantage 
of  location  for  his  type  of  manufacturing.  Secondly,  he  chooses  a 
specific  location  within  the  general  area.  The  cases  considered  in  this 
study  indicate  that  the  major  advantage  is  almost  invariably  achieved 
by  locating  close  to  either  the  market,  a  source  of  materials,  or  a  supply 
of  labor. 

By  selecting  a  satisfactory  location  zone  on  the  basis  of  the  most 
important  location  advantage,  the  businessman  does  not  completely 
disregard  all  other  factors.  Instead,  he  simplifies  his  decision  by  assuming 
that  if  he  selects  the  general  area  in  accordance  with  the  biggest  single 
advantage  for  his  type  of  plant,  he  will  include  specific  locations  which 
will  satisfy  the  other  essential  requirements  for  the  plant. 

In  accordance  with  this  business  practice,  it  is  useful  to  classify  the 
different  types  of  industrial  operations  according  to  the  factor  that 
underlies  the  choice  of  a  general  area.  This  classification  of  plants,  which 
was  the  basis  for  grouping  the  cases  of  plant  location  covered  by  this 
study,  is  as  follows : 

1.  Market  Oriented  Plants 

a.  Where  finished  products  are  perishable  or  not  freely  transportable. 

b.  Where  transport  costs  are  an^impoTtant  part  of  total  delivered  costs 
and  the  finished  product  is  more  expensive  to  carry  than  the  materials 
required. 

c.  Where  jservice,  convenience  to  the  customer,  or  regional  loyalty  is  in- 
volved in  achieving  the  desired  level  of  sales. 
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2.  Material  Oriented  Plants 

a.  Where  the  necessary  materials  are  perishable  or  not  freely  transport- 
able. 

b.  Where  transport  costs  are  an  important  part  of  total  delivered  costs 
and  the  materials  are  more  expensive  to  carry  than  the  finished  prod- 
uct.  ^ 

c.  Where  it  is  important  to  increase  the  supply  of  materials. 

3.  Labor  Oriented  Plants 

a.  Where  transport  costs  are  an  insignificant  part  of  the  delivered  cost 
of  the  finished  product  and  geographical  differentials  in  labor  costs 
exist. 

b.  Where  wages  constitute  a  high  percentage  of  production  costs  and 
where  the  necessary  labor  supply  is  available  only  in  particular  areas. 


Importance  of  the  Major  Location  Factors  and  Size  of  Plant 


According  to  the  plant  location  cases  covered  by  this  study,  the  ris- 
ing importance  of  the  South  as  a  market  for  industrial  and  consumer 
goods  has  been  the  major  factor  in  attracting  industry  in  the  postwar 
period.  Materials  and  energy  resources  ranked  second.  And  labor, 
primarily  in  terms  of  availability,  was  third. 

Of  the  total  number  of  new  plants  included  in  this  study,  45  per 
cent  were  primarily  oriented  to  their  market.  Material  and  labor  oriented 
plants  totaled  30  percent  and  25  percent  respectively. 

Among  these  three  groups  there  were  important  differences  in  size  of 
plant  and  in  potential  income-creating  power.  The  largest  labor  oriented 
plant  was  estimated  to  cost  $2,500,000  and  less  than  one-third  of  the 
labor  group  of  plants  was  above  the  million  dollar  mark.  On  the  other 
hand,  about  two-thirds  of  both  market  oriented  and  material  oriented 
plants  cost  in  excess  of  $1,000,000  and  a  large  number  required  invest- 
ments in  excess  of  $10,000,000. 

The  market  oriented  plants  assume  a  still  greater  significance  than 
their  comparative  number  when  viewed  in  terms  of  new  direct  employ- 
ment. Whereas  no  manufacturing  unit  of  the  labor  oriented  group  is 
estimated  to  employ  over  1,000  workers,  25  percent  of  the  market 
/  oriented  and  15  percent  of  the  material  oriented  units  are  to  employ 
in  excess  of  this  number.  Some  of  the  market  oriented  plants  with  large 
work  forces  are:   International  Harvester  at  Memphis — about  4,000, 
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General  Motors  at  Atlanta — 2,500,  Ford  at  Atlanta — 1,800,  Celanese  at 
Rock  Hill,  South  Carolina — 5,000,  and  Curtiss  Candy  Company  at  Dallas 
— 1,200.  (Again  note  that  the  study  has  not  included  any  of  the  large 
group  of  comparatively  small  market  oriented  plants  which  supply 
food  products  and  other  goods  to  local  communities.) 

The  smaller  size  of  the  labor  oriented  plants  in  terms  of  investment 
and  labor  force  is  understandable.  Where  labor  costs  are  the  principal 
costs,  it  is  usually  because  the  technology  of  the  industry  is  not  char- 
acterized by  large  units  of  labor-saving  machinery.  In  a  shoe  factory, 
for  example,  the  machinery  used  is  in  small  units  and  the  limiting 
factor  on  the  plant's  optimum  size  is  generally  the  number  of  workers 
that  a  company  thinks  can  be  supervised  efficiently.  Among  the  dif- 
ferent labor  oriented  plants  studied,  the  optimum  size  of  the  labor 
force  ranged  between  400  and  600  employees.  Because  transport  costs 
usually  are  not  of  primary  importance  in  labor  oriented  plants,  it  is 
possible  to  establish  a  new  plant,  when  the  number  of  employees  out- 
grows the  desirable  size,  and  to  locate  it  some  distance  from  the  old 
plant  without  increasing  total  costs  significantly. 

A  material  oriented  plant  often  requires  a  large  investment  per  worker 
because  of  a  higher  degree  of  mechanization.  In  some  quarters,  it  has 
been  noted  that  a  labor  force  beyond  the  optimum  size  might  require 
the  most  efficient  unit  in  terms  of  equipment  for  effective  supervision.  In 
this  survey,  however,  most  of  the  material  oriented  plants  appeared  to 
employ  less  than  the  optimum  working  force,  because  of  the  high  de- 
gree of  mechanization  or  because  of  restrictions  on  the  supply  of  ma- 
terials. 

The  size  of  the  market  oriented  plants  is  usually  determined  by  the 
magnitude  of  the  demand  within  the  area  to  be  supplied.  Although 
the  size  of  plant  dictated  by  demand  may  require  more  or  less  than  the 
optimum  number  of  workers,  the  transport  cost  savings  and  other  ad- 
vantages resulting  from  being  near  to  the  market  may  again  far  out- 
weigh any  diseconomies  arising  from  not  employing  the  optimum  size 
working  force. 

The  comparative  importance  of  each  of  the  major  location  factors — 
markets,  materials,  labor — in  the  recent  industrial  growth  of  the  South 
and  the  size  of  plant  associated  with  each  of  these  factors  have  a  direct 
bearing  on  the  activities  of  public  and  private  development  agencies  in 
that  region.  In  the  examples  of  location  of  branch  plants  of  large  con- 
cerns selected  for  this  study,  market  influences  were  outstanding,  and  a 
review  of  the  smaller,  locally  developed  plants  indicates  a  similar  em- 
phasis. Moreover,  among  the  facilities  analyzed  the  average  unit  was 
much  larger  for  market  and  material  oriented  plants  than  for  labor 


oriented  plants.  As  subsequent  chapters  will  indicate,  efforts  to  provide 
additional  employment  in  the  South  should  not  be  based  mainly  on 
attracting  those  producers  whose  location  decisions  turn  on  labor  costs 
or  availability  of  labor,  but  rather  on  interesting  those  producers  whose 
primary  needs  lie  in  obtaining  markets  and  materials.  Far  more  employ- 
ment and  higher  incomes  stem  from  the  industries  based  primarily  on 
markets  and  materials.  To  arrive  at  a  balanced  development  of  southern 
resources,  all  location  factors  should  receive  full  consideration. 


[28 


PART     TWO 


A 


. 


FOUR 

The  Southern  Market 


OR  many  industries,  a  growing  regional  market  will  attract  new  manu- 
facturing plants..  In  fact,  the  extraordinary  growth  of  the  South  as 
1"~a  market,  the^roximity  of  many  southern  locations  to  the  major 
northern  markets,  and  thejayailability  of  many  seaports  with  access 
to  export  markets  are  outstanding  factors  in  recent  southern  industrial 
development. 

Several  of  these  market  oriented  plants  are  discussed  in  this  chapter  as 
illustrations  of  the  ways  in  which  the  market  acts  as  the  primary  location 
factor.  These  examples  are  from  the  following  industries:  automobiles, 
chemicals,  electrical  equipment,  food  products,  forest  products,  iron  and 
steel  products,  leather  products,  machinery,  paper  products,  rubber 
products,  stone  and  glass  products,  and  textile  mill  products.  Of  course, 
market  considerations  usually  operate  as  a  secondary  factor  in  the  loca- 
tion of  material  and  labor  oriented  plants  in  that  they  influence  the 
selection  of  a  specific  location  within  an  acceptable  area. 


Market  as  a  Location  Factor 


1.  General  Importance  of  the  Market 

Every  new  plant  is  based  upon  an  immediate  or  potential  market.  The 
market  under  consideration  may  be  geographically  concentrated  within 
a  small  area  or  spread  over  a  wide  area.  It  may  be  local,  regional,  national, 
or  international  in  scope.  For  example,  a  manufacturer  of  fountain 
pens  may  have  one  plant  for  supplying  the  world  market,  whereas  a 
producer  of  automobiles  may  have  many  plants  in  different  locations 
within  the  United  States  and  in  foreign  countries.  The  markets  may 
be  industrial  users,  such  as  hosiery  mills  which  buy  nylon  yarn,  or 
ultimate  consumers,  such  as  purchasers  of  candy.  For  each  particular 
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plant  the  anticipated  market  is  to  some  extent  delimited  by  the  location 
of  similar  plants  of  competitors  and  of  the  concern  itself.  To  understand 
each  plant  location  problem,  the  geographical  market  area  which  the 
plant  intends  to  serve  must  first  be  clearly  understood. 

2.  The  Market  as  a  Primary  Location  Factor 

As  already  noted,  the  market  is  the  primary  location  factor  for  many 
plants.  Generally  speaking,  these  plants  are  oriented  to  the  market  in 
order  to*minimize  transport  costs,  in  order  to  Secure  an  increased  share 
of  the  business,  or  because  the  "finished  products  are  perishable.  Im- 
portant savings  in  transport  costs  result  from  locating  near  the  market 
whenever  these  costs  are  a  significant  part  of  the  delivered-to-the- 
customer  cost  of  the  product  and  whenever  it  is  more  expensive  to 
transport  the  finished  product  than  the  raw  materials.  A  notable  ex- 
ample of  getting  near  the  market  to  cut  moving  costs  is  the  location  of  a 
du  Pont  sulphuric  acid  plant  at  Richmond,  Virginia,  mainly  to  supply 
company  requirements  in  that  general  area.  The  manufacture  of 
sulphuric  acid  is  a  ''weight-gaining"  process  where  a  generally  available 
material  like  water  is  added  at  the  manufacturing  site  to  an  incoming 
material,  sulphur. 

growth  of  the  southern  market — The  major  force  attracting  plants 
to  the  South  in  recent  years  has  been  the  growing  volume  of  expendi- 
tures of  both  final  consumers  and  industry.  As  the  market  becomes  large 
enough  to  support  an  economic  sized  plant,  a  new  plant  can  be  estab- 
lished to  capitalize  on  the  advantage  of  nearness  to  the  market.1 

The  purchasing  power  of  consumers  increased  during  the  war  at  a 
faster  rate  in  the  South  than  in  other  parts  of  the  United  States.  Income 
payments  in  the  South  rose  187  percent  from  1940  to  1947,  while  the 
whole  country  was  gaining  150  percent.  Although  per  capita  income  in 
the  South  is  still  below  the  national  average,  improvements  in  land  use 
and  intensive  industrial  development  give  some  evidence  that  the  favor- 
able trend  in  the  South  is  likely  to  continue. 

The  number  of  consumers  in  the  South  has  also  been  increasing  at 
a  faster  rate  than  the  number  for  the  United  States,  even  after  allowing 
for  migration.  The  net  reproduction  rate  in  the  South  has  exceeded  that 
of  the  rest  of  the  United  States  for  some  years.  For  the  period,  1942— 
1947,  the  rate  for  the  South  was  1.447  as  compared  to  1.292  for  the 
country.  (A  net  rate  of  1.000  means  that  each  generation  would  just 

1  Where  lower  delivered  costs  can  be  achieved  by  locating  at  the  market,  as 
described  above,  these  savings  may  not  be  passed  on  to  the  customer.  If  the  total 
demand  within  an  area  cannot  be  completely  supplied  by  local  producers,  the  prices 
on  all  sales  probably  will  be  determined  by  the  outside  source  of  supply. 
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replace  itself.)  Moreover,  the  rise  in  incomes  has  modified  the  market 
estimates  of  the  number  of  potential  consumers  for  some  products. 
One  concern  indicated  that  it  now  includes  Negroes  in  its  market  esti- 
mates, whereas  before  the  War  they  were  not  considered  because  of 
their  low  purchasing  power. 

The  present  and  past  industrial  expansion  occurring  in  the  South, 
as  a  result  of  both  regional  and  national  demand,  has  led  naturally  to 
the  establishment  of  dependent  industries  supplying  parts  and  materials 
for  manufacturing  and  for  services.  For  example,  the  location  of  the 
large  Celanese  plant  at  Rock  Hill,  South  Carolina,  was  primarily  in- 
fluenced by  the  needs  of  the  nearby,  large  and  growing  textile  industry 
of  the  Carolinas. 

Another  important  influence  in  the  postwar  picture  has  been  the 
technological  development  of  specialized  farm  machinery  for  the  south- 
ern market.  The  mechanical  cotton  picker  and  the  small  farm  tractor 
are  two  new  products  which  are  now  going  into  production  in  plants 
located  within  the  South  and  oriented  to  the  southern  market. 

markets  near  the  south — Although  most  of  the  new  market  ori- 
ented plants  in  the  South  were  located  to  reach  a  southern  market,  sev- 
eral others  were  intended  to  supply  also  the  regions  bordering  on  the 
South.  For  example,  the  new  lamp  factories  located  in  Kentucky  and  Ar- 
kansas produce  mainly  for  nearby  northern  and  western  markets.  In  ad- 
dition, many  of  the  labor  oriented  plants  were  located  in  the  northern 
part  of  the  South  in  order  to  be  within  satisfactory  delivery  time  to 
northern  markets. 

Some  plants  have  been  located  in  the  South,  partly  because  of  access 
to  foreign  markets.  The  South  has  a  number  of  ports,  and  whenever  a 
considerable  proportion  of  the  production  is  to  be  shipped  to  foreign 
markets,  shipping  arrangements  influence  the  location  decision.  Al- 
though only  one  or  two  of  the  plants  investigated  were  predominantly 
concerned  with  producing  for  an  export  market,  several  of  the  com- 
panies had  export  shipments,  either  actual  or  potential,  in  mind  in  select- 
ing specific  locations.  The  Corn  Products  Refining  Company,  which  will 
use  the  sorghum  grain  (milo  maize)  produced  in  the  south  Texas 
coastal  area,  located  its  new  large  plant  at  Corpus  Christi  partly  because 
a  large  share  of  the  output  of  the  plant  will  go  abroad. 

3.  The  Market  as  a  Secondary  Location  Factor 

Where  a  plant  is  oriented  to  materials  or  labor,  the  location  of  the 
market  will  often  provide  the  means  for  deciding  upon  one  of  several 
possible  sources  of  supply.  The  production  of  phosphorus  illustrates 
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the  situation  with  respect  to  a  material  oriented  plant.  A  phosphorus 
plant  requires  from  10  to  15  tons  of  rock  for  each  ton  of  phosphorus 
produced  and  is  therefore  located  close  to  the  source  of  materials  in 
order  to  save  transport  costs.  There  are  three  known  sources  of  ma- 
terials in  the  United  States — Florida,  Tennessee,  and  the  Northwest. 
Since  they  are  closer  to  major  markets,  the  Florida  and  Tennessee  re- 
serves have  been  much  more  highly  developed. 

The  possibility  of  giving  better  service  to  the  customers  has  often 
influenced  the  choice  between  several  possible  sources  of  labor  avail- 
able for  a  labor  oriented  plant  when  transportation  cost  was  only  a  small 
segment  of  total  cost.  One  textile  company,  for  example,  had  a  choice  of 
several  areas  in  the  South  where  their  labor  needs  could  be  satisfactorily 
fulfilled.  Since  New  York  City  is  the  principal  market  for  the  company's 
products,  the  desire  to  be  within  twenty-four  hour  shipping  time  of  the 
market  eliminated  the  states  in  the  deep  South  as  possible  locations. 
The  area  selected  was  in  Virginia. 


Classification  of  Market  Oriented  Plants 


The  new  plants  which  have  been  classified  as  market  oriented  can  be 
divided  into  two  groups:  (1)  consumer  market  oriented  and  (2)  in- 
dustrial market  oriented.  The  products  covered  by  this  survey  are  listed 
below  in  the  order  in  which  they  will  be  discussed.  It  should  be  noted 
that  the  classification  by  industry  groups  and  sub-groups  has  no  necessary 
relation  to  the  locational  characteristics  of  a  plant.  Plants  within  the 
same  broad  industry  group  may  differ  greatly  in  type  of  operation  and 
in  productive  process  with  the  result  that  their  location  is  influenced  by 
different  primary  factors.  For  example,  within  the  leather  category,  shoe 
plants  are  oriented  to  labor  and  a  sole  cutting  plant  to  its  market.  Simi- 
larly, a  pulp  and  paper  plant  is  oriented  to  raw  materials  and  a  paper  box 
plant  to  its  market. 

Industry  Group  Product 

1.  Consumer  Market  Oriented 

Automobiles  Automobile  assembly 

Chemicals  Drugs  and  medicine 

Household  chemicals 
Electrical  supplies  Batteries 

Lamps 
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Food 


Machinery 
Rubber  products 
Building  materials 


2.  Industrial  Market  Oiiented 

Chemicals 


Electrical   equipment 

Forest  products 

Iron  and  steel  products 

Leather  products 
Stone  and  glass  products 

Paper  products 

Textile  mill  products 


Candy 
Dog  food 
Ice  cream 
Farm  equipment 
Tires  and  tubes 
Asphalt  tile 


Acetylene  gas  and  air 

products 
Paint  and  lacquer 
Sulphuric  acid 
Synthetic  fibers 
Electrical  machinery 
Treated  lumber 
Cans 

Bottle  caps 
Sole  cutting 
Enamel  frit 
Glass 

Commercial  envelopes 
Paper  boxes 
Textile  and  open  mesh 

bags 


Consumer  Market  Oriented  Plants 


1.  Automobiles 

The  establishment  of  branch  assembly  plants  in  the  automobile  in- 
dustry is  an  economic  practice  of  locating  capacity  at  the  market.  The 
freight  cost  for  a  finished  automobile  is  higher  than  for  its  equivalent  in 
parts  because  an  assembled  automobile  is  bulky  and  occupies  much 
freight  space.  With  the  prevailing  pricing  practice  of  charging  full  freight 
from  Detroit  on  all  cars,  it  is  possible  to  assemble  the  parts  near  the 
market  and  save  the  difference  in  freight  costs.  Both  Ford  and  General 
Motors  depend  heavily  on  branch  assembly  plants  and  establish  new 
plants  whenever  the  demand  in  an  area  becomes  large  enough  to  support 
an  economic  size  plant.  Postwar  market  surveys  indicated  a  rapid  growth 
of  the  Southeast  and  both  of  these  companies,  as  part  of  their  more 
widespread  expansion,  located  new  assembly  plants  in  this  area.  General 
Motors  located  a  plant  at  Atlanta,  Georgia,  to  produce  the  Buick- 
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Oldsmobile-Pontiac  models  and  to  supplement  the  Chevrolet  assembly- 
plant  the  company  already  had  in  that  city.  The  Ford  Motor  Company, 
which  sold  its  Atlanta  plant  in  1941,  has  established  another  at  Hape- 
ville,  a  suburb  of  Atlanta,  to  assemble  the  company's  lower  priced 
models. 

Selection  of  the  location  for  each  of  the  new  plants  began  with  only 
one  prospective  area.  Both  companies  had  previous  operating  experience 
in  Atlanta,  which  is  the  central  distribution  point  for  much  of  the  South- 
east. A  labor  survey  indicated  that  the  necessary  labor  would  be  available. 
Because  all  of  the  plant  requirements  could  be  met  at  the  market  center, 
no  other  locations  were  given  serious  consideration. 

Although  both  companies  will  employ  large  labor  forces,  neither 
wage  rates  nor  unions  were  important  locational  matters.  Ford  has  a 
policy  of  uniform  wage  rates  in  all  of  the  company  plants  and  pays  the 
same  wages  in  Atlanta  as  in  Detroit  and  other  locations.  The  wage  policy 
of  General  Motors  was  more  recently  determined  by  company-wide  union 
contracts  which  have  tended  to  equalize  wage  rates  among  the  many 
company  plants.  In  locating  these  new  plants,  both  companies  antici- 
pated that  they  would  bargain  with  labor  unions. 

2.  Chemicals 

drugs  and  medicine — A  new  Phillips  Milk  of  Magnesia  plant  re- 
cently established  by  Sterling  Drug,  Inc.,  in  Gulfport,  Mississippi,  cost 
about  $750,000  and  employs  about  100  workers,  principally  female.  The 
company  needed  additional  capacity  and  decided  to  construct  a  new 
plant  rather  than  expand  their  old  plant  in  Connecticut  in  order  to  save 
transport  costs  and  provide  better  service  to  western  and  southern 
markets,  and  to  provide  a  safety  factor  against  any  possible  interruptions 
in  operations. 

An  analysis  of  transport  savings  first  directed  attention  toward  the 
Midwest  as  a  possible  location.  A  southern  location  along  the  Missis- 
sippi appeared  more  attractive,  however,  because  the  company  would  be 
able  to  realize  freight  savings  and  to  reduce  the  warehousing  and  han- 
dling costs  of  their  liquid  products  by  being  in  a  warm  climate. 

Several  southern  cities  were  considered  and  the  company  had  tenta- 
tively decided  upon  an  inland  location  but  changed  its  mind  because  the 
city  selected  was  growing  too  rapidly  and  presented  difficulties  of  ob- 
taining housing  for  executives  and  foremen  who  were  to  be  transferred 
to  the  new  plant.  After  further  investigation  the  company  decided  that 
Gulfport  was  a  better  location  because  of  a  still  milder  climate  and  be- 
cause there  were  fewer  local  industries  to  compete  for  labor  and  hous- 
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ing.  This  Gulf  location  was  satisfactory  for  handling  the  company's 
export  trade. 

household  chemicals — The  South,  because  of  its  warm  climate,  is 
a  good  market  for  such  household  chemicals  as  insecticides.  Yet,  for  some 
time  the  southern  market  has  been  largely  dependent  upon  production 
in  the  North,  despite  important  economies  and  advantages  which  arise 
from  manufacturing  close  to  the  market.  There  are  transport  cost  sav- 
ings in  orienting  such  a  chemical  plant  to  the  market  because  of  (a)  the 
small  size  of  shipments  of  the  products  in  comparison  to  the  large  size 
of  material  shipments,  (b)  the  heavy  weight  of  the  finished  products 
per  dollar  of  value,  and  (c)  the  availability  of  some  of  the  materials  close 
to  the  market.  There  is  also  the  opportunity  of  increasing  a  company's 
sales  by  being  at  the  market  and  providing  service. 

Boyle-Midway,  Inc.,  subsidiary  of  American  Home  Products  Company, 
one  of  the  important  producers  of  polishes,  insecticides,  and  other  house- 
hold chemical  products,  had  until  recently  been  supplying  the  South 
through  its  Atlanta  warehouse  with  products  from  the  North.  Even  be- 
fore the  war,  the  company  recognized  that  the  South  was  a  rapidly 
growing  market  and  that  the  required  raw  materials  could  be  assembled 
and  manufactured  locally  at  a  substantial  saving.  This  was  especially  true 
of  bottled  products.  The  management  had  also  learned  from  its  ex- 
perience in  locating  a  new  plant  on  the  West  Coast  that  additional 
business  within  an  area  falls  to  the  company  with  a  local  plant.  This 
comes  about  as  a  result  of  better  service  to  customers  and  also  loyalty  to 
products  manufactured  by  "local"  plants. 

Soon  after  the  close  of  the  war  the  company  decided  that  expansion 
was  necessary  and  that  it  could  most  profitably  be  handled  by  closing  out 
a  small  inefficient  plant  in  the  North  and  building  a  large  modern  plant 
in  the  South.  Early  in  1946  a  site  was  selected  at  Chamblee,  suburb  of 
Atlanta,  Georgia,  and  a  $600,000  plant  constructed  which  employs  about 
100  workers,  mainly  female.  Selection  of  the  specific  location  for  the 
plant  was  a  simple  decision  for  this  company,  since  it  had  a  warehouse 
in  Atlanta,  knew  the  city,  and  felt  sure  there  was  a  lot  of  potential 
business  in  the  area. 

3.  EJectrical  Supplies 

batteries — A  number  of  new  battery  plants  have  been  established 
recently  in  the  South.  The  Willard  Storage  Battery  Company  and  the 
National  Battery  Company  both  located  new  plants  in  Memphis,  Ten- 
nessee, in  1946.  The  Hicks  Battery  Manufacturing  Company  selected  a 
site  in  Biloxi,  Mississippi,  for  a  new  plant  during  1947.  In  the  same  vear 
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the  National  Carbon  Company  acquired  a  government  plant  in  Char- 
lotte, North  Carolina,  which  it  had  operated  during  the  war,  and  con- 
structed another  plant  at  Asheboro,  North  Carolina.  Both  plants  will  be 
devoted  to  battery  production.  Only  the  National  Carbon  Company's 
location  decisions  were  investigated  in  this  study. 

Both  the  Asheboro  and  Charlotte  plants  of  the  National  Carbon  Com- 
pany are  to  supply  the  southern  market.  The  first  will  produce  flashlight 
batteries  and  the  second  will  produce  batteries  for  hearing  aids,  portable 
radios,  and  farm  radios.  In  general,  batteries  for  markets  in  the  South  and 
the  east  coast  states  will  be  supplied  from  these  plants.  The  rest  of  the 
country  will  be  serviced  mainly  by  the  company's  plants  in  Cleveland, 
Ohio,  and  Red  Oak,  Iowa.  Increased  demand  for  dry  batteries  made  it 
necessary  for  the  company  to  expand  overall  capacity.  Especially  impor- 
tant is  the  growing  use  of  portable  radios  and  hearing  aids. 

The  substantial  cost  advantages  of  locating  dry  battery  plants  closer  to 
the  market  were  important  in  selecting  the  new  locations.  The  low  value 
of  batteries  in  relation  to  their  weight  makes  transport  costs  a  significant 
part  of  total  delivered  costs.  The  two  major  raw  materials  required  for 
the  manufacture  of  batteries  are  ( 1 )  manganese,  which  is  imported  and 
can  be  delivered  to  North  Carolina  as  cheaply  as  to  Cleveland,  and  (2) 
zinc,  on  which  a  slight  freight  penalty  accrues  as  compared  to  Cleveland. 
This  small  increase  in  the  cost  of  assembling  raw  materials  is  more  than 
offset  by  savings  in  distribution  costs  because  of  nearness  to  the  market. 
Another  market  pull  is  the  perishability  of  batteries,  which  are  dated  and 
delivered  to  the  ultimate  consumer  as  quickly  as  possible.  In  selecting  the 
specific  locations  within  the  market  area  the  major  factor  was  an  ade- 
quate supply  of  female  labor.  The  Charlotte  plant  employs  about  600 
workers,  65  percent  of  whom  are  female,  and  the  Asheboro  plant  employs 
about  300  workers,  half  being  female.  The  company  also  paid  a  great  deal 
of  attention  to  community  facilities  and  the  attitude  of  the  business 
leaders. 

lamps — The  importance  of  locating  a  lamp  plant  near  the  market  is 
illustrated  by  the  statement  of  one  producer  that  for  one  incoming  car- 
load of  raw  materials  there  are  two  outgoing  carloads  of  finished  products 
because  of  the  greater  bulk  of  the  latter.  Transportation  costs  are  further 
increased  because  the  products  are  fragile  as  well  as  bulky. 

The  General  Electric  Company  established  its  first  lamp  plants  in  the 
South  shortly  before  the  war — a  fluorescent  lamp  and  glass  tubing  factory 
at  Jackson,  Mississippi.  It  expanded  its  southern  production  facilities  in 
the  postwar  period  by  locating  a  "sealed  beam"  auto  headlight  plant  and 
a  glass  factory  at  Lexington,  Kentucky,  a  radio  tube  and  lamp  lead  wire 
plant  at  Goldsboro,  North  Carolina,  and  a  plant  at  Memphis  to  manu- 
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facture  Christmas  tree  lamps  and  miniature  lamps.  Westinghouse,  the 
other  major  producer  of  lamps,  has  selected  Little  Rock,  Arkansas,  for  a 
four  million  dollar  incandescent  lamp  factory  and  Richmond,  Kentucky, 
for  a  miniature  lamp  plant. 

Selection  of  Little  Rock  by  Westinghouse  is  an  excellent  example  of 
the  locational  process  in  the  lamp  industry.  The  company  wanted  to  in- 
crease its  lamp  capacity  by  building  a  new  plant  to  service  the  demand 
outside  the  East.  As  a  result  of  the  breadth  of  the  market  and  the  diffi- 
culties of  satisfying  the  plant's  substantial  labor  and  gas  requirements, 
the  area  south  of  Pittsburgh,  from  the  eastern  seaboard  to  Oklahoma, 
was  surveyed  for  likely  locations.  Two  company  officials  spent  six  months 
checking  many  cities  in  this  area.  Southern  Indiana  was  the  center  of 
the  market  to  be  served  but  a  city  with  a  satisfactory  labor  supply  could 
not  be  found  in  that  area.  About  800  people,  mainly  female,  were  to  be 
employed  in  the  new  plant.  Little  Rock  was  off-center  but  was  finally 
selected  because  it  had  a  good  supply  of  labor  and  attractive  rates  for 
natural  gas.  A  special  local  requirement,  which  was  met,  was  the  location 
near  a  good  residential  district.  The  plant  will  have  a  two-shift  operation 
and  some  of  the  women  employees  will  leave  the  plant  after  midnight. 

High  freight  costs  on  the  sealed-beam  headlights  and  a  fairly  concen- 
trated market  restricted  the  locational  choice  of  the  new  General  Electric 
plant  more  than  it  was  restricted  in  the  lamp  case  above.  The  Lexington, 
Kentucky,  plant  supplies  the  auto  manufacturers  and  the  warehouses  of 
the  major  auto  parts  chain  stores.  The  area  considered  was  from  Illinois 
to  western  Pennsylvania  and  from  Michigan  south  into  Kentucky. 

4.  Food 

A  number  of  plants  producing  food  products  in  the  South  are  oriented 
to  their  markets,  although  the  main  food  processing  developments  are 
material  based  industries  and  are  discussed  in  Chapter  Five.  Ice  cream 
is  closely  tied  to  local  consumption  markets  because  of  its  perishability. 
In  response  to  the  increased  demand  in  the  area,  Swift  and  Company 
built  a  $500,000  ice  cream  plant  in  Houston,  Texas. 

Another  new  food  establishment  in  the  Southwest  is  the  $2,250,000 
candy  plant  of  the  Curtiss  Candy  Company  at  Dallas,  Texas.  This  plant 
will  employ  up  to  1,200  persons.  In  this  industry,  nearness  to  market  is 
important  in  order  to  give  customers  better  service  and  fresher  products. 
Since  many  of  the  raw  materials  will  be  readily  available  in  the  South, 
there  will  also  be  the  advantage  of  cost  savings  over  shipping  from  north- 
ern plants. 

The  Ready  Foods  Canning  Corporation  has  located  a  dog  food  plant 
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in  the  southern  market.  Charleston,  South  Carolina,  was  selected  for  this 
plant  because  of  the  availability  of  space  in  a  former  war  plant  at  a  rea- 
sonable rental.  Most  of  the  raw  materials  used  are  available  in  the  South 
and  the  new  location  will  result  in  savings  in  transportation  as  compared 
to  supplying  the  Southeast  out  of  the  company's  Chicago  plant. 

5.  Machinery — Farm  Equipment 

The  agricultural  market  in  the  South  is  responsible  for  attracting  sev- 
eral new  postwar  plants.  The  International  Harvester  Company  began 
the  production  of  small  tractors  during  1947  at  its  new  Louisville  works 
established  in  a  converted  war  plant.  Another  large  plant  of  the  com- 
pany at  Memphis  is  devoted  chiefly  to  the  production  of  the  much  dis- 
cussed mechanical  cotton  picker.  This  Memphis  Harvester  plant  repre- 
sents an  investment  of  between  ten  and  fifteen  million  dollars,  and  the 
Louisville  plant  about  52  million  dollars.  The  Memphis  works  is  ex- 
pected to  involve  a  total  employment  of  3,500  and  the  Louisville  works 
5,500.  The  Allis  Chalmers  Manufacturing  Company  has  leased  a  govern- 
ment ordnance  plant  at  Gadsden,  Alabama,  where  it  is  now  manufactur- 
ing a  mechanical  cotton  picker  and  a  new  type  of  pusher-tractor.  Full 
operation  of  the  Gadsden  plant  is  expected  to  entail  employment  of 
2,500  persons. 

Development  of  machinery  industries  has  unusual  significance  for  the 
South  because  these  activities  diversify  the  economic  structure,  employ 
above-average  skilled  workers,  and  pay  above-average  wages  in  the  South. 
The  importance  of  the  postwar  influx  of  farm  machinery  plants  to  the 
South  is  best  indicated  by  the  fact  that  the  new  Memphis  and  Gadsden 
plants  will  together  employ  over  six  times  the  total  1939  employment  in 
the  farm  machinery  industry  of  the  seven  southeastern  states.1 

The  process  of  locating  the  Memphis  works  of  the  International  Har- 
vester Company  well  illustrates  the  primary  role  of  the  market  in  attract- 
ing farm  machinery  plants.  Western  Tennessee  is  at  the  northern  edge  of 
the  major  part  of  the  anticipated  cotton  picker  market.  Analysis  of  the 
question  of  whether  to  move  materials  and  parts  or  finished  products 
from  the  North  made  it  clear  that  transport  savings  would  result  by  lo- 
cating close  to  the  market  and  in  line  with  the  movement  of  steel  and 
equipment  from  the  North.  Major  considerations  were  the  compact  na- 
ture of  materials  shipments  and  the  smaller  size  of  product  shipments  to 
market  centers. 

The  emphasis  on  the  use  of  low-cost  water  transportation  by  the  com- 
pany almost  predetermined  a  city  along  the  Mississippi  River  as  the 

iNRPB,  Regional  Planning— Part  XI:  The  Southeast,  p.  131,  for  1939  data. 
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specific  location.  Since  it  was  at  the  head  of  the  market  area,  and  would 
therefore  eliminate  backhaul,  Memphis  was  an  obvious  choice.  Its  excel- 
lent water  facilities  made  it  simple  to  move  by  water  iron  and  steel  from 
Chicago  and  the  drum  for  the  picker  from  the  new  Evansville,  Indiana, 
plant.  Not  only  is  Memphis  satisfactory  for  incoming  and  outgoing  water 
transportation,  but  it  has  excellent  rail  access  to  most  parts  of  the  South, 
a  good  supply  of  labor,  and  low-cost  fuel  and  power. 

The  new  farm  machinery  plants  at  Louisville  and  Gadsden  were  also 
oriented  to  the  South  as  the  major  market.  Because  of  anxiety  to  get  into 
production  rapidly,  the  availability  of  satisfactory  buildings  was  of  major 
importance  in  determining  the  specific  locations  of  these  factories. 

6.  Rubber  Products — Tires  and  Tubes 

The  productive  capacity  for  tires  and  tubes  has  nearly  doubled  since 
before  the  war  and  almost  all  of  the  new  facilities  have  been  located  out- 
side the'  important  production  center  of  Akron,  and  within  important 
regional  markets.  The  South  especially  has  benefited  in  this  expansion. 
The  B.  F.  Goodrich  Company  built  and  put  into  operation  a  new  heavy 
tire  and  tube  plant  at  Miami,  Oklahoma,  in  1945,  and  in  1946  com- 
pleted another  plant  at  Tuscaloosa,  Alabama.  The  Goodyear  Tire  and 
Rubber  Company  established  a  southern  plant  at  Gadsden,  Alabama,  in 
1929.  Firestone  selected  Memphis  for  still  another  plant  to  supply  the 
South  and  the  Armstrong  Tire  and  Rubber  Company,  one  of  the  smaller 
companies,  has  expanded  its  plant  in  Natchez,  Mississippi,  which  was 
located  there  in  1939.  These  new  plants  are  modern  one-story  installa- 
tions which  embody  the  latest  machinery  and  technological  develop- 
ments, as  contrasted  to  the  less  efficient  old  multi-story  units  in  Akron. 

The  major  reasons  for  the  establishment  of  branch  tire  plants  have 
been:  (a)  service  advantages  of  being  close  to  the  market  and  (b)  trans- 
port cost  savings.  Market  studies  have  been  made  of  the  future  original- 
equipment  demand  from  the  branch  plants  of  the  automobile  companies 
and  the  farm  implement  manufacturers,  and  of  the  expected  replacement 
sales  in  the  various  regions.  In  the  Southwest,  for  example,  Goodrich  had 
concluded  that  about  25  percent  of  the  tire  business  could  be  served  by  a 
location  south  of  Kansas  City  and  west  of  the  Mississippi  and  that  by 
providing  better  service  it  could  obtain  a  greater  share  of  the  sales  in  that 
area. 

Savings  in  transport  by  assembling  raw  materials  and  manufacturing 
near  the  market  result  from  ( 1 )  eliminating  backhaul,  because  the  major 
raw  material,  crude  rubber,  is  imported  and  can  be  delivered  to  many 
different  locations  at  approximately  the  same  cost,  and  because  the  car- 
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bon  black,  tire  fabrics,  and  synthetic  rubber  are  supplied  from  the  South; 
and  (2)  the  difference  in  size  of  shipments  between  raw  materials  and 
finished  products. 

Growth  of  the  tire  and  rubber  goods  manufacturing  industry  outside 
Akron,  a  movement  which  actually  began  more  than  30  years  ago,  is 
explained  by  some  as  a  result  of  labor  problems  in  Akron.  The  error  in 
such  an  analysis  is  to  be  found  in  any  study  of  distribution  costs,  charges 
for  power  and  fuel,  availability  of  water,  and  the  decentralization  of  auto- 
motive manufacturing,  principal  customer  of  the  tire  industry.  It  should 
also  be  noted  that  the  principal  tire  manufacturing  companies  have  agree- 
ments in  the  new  plant  locations  with  the  same  union  that  dominates  the 
Akron  area. 

The  availability  of  a  large  supply  of  cold  ground  water  to  be  used  for 
cooling,  of  adequate  power  and  fuel,  and  of  good  rail  and  highway  trans- 
portation services  were  significant  requirements.  In  locating  its  Okla- 
homa plant,  B.  F.  Goodrich  started  with  a  list  of  90  possible  locations. 
On  the  basis  of  water  requirements,  the  available  locations  were  reduced 
from  90  to  26.  The  inadequacy  of  power  and  fuel  requirements  further 
reduced  the  list  of  prospective  locations  to  12.  The  need  for  outstanding 
railway  service  and  good  highways  eliminated  9  of  the  remaining  12 
locations.  Out  of  the  3  locations  remaining,  Miami,  Oklahoma,  was 
finally  selected  because  it  had  a  slight  edge  over  one  of  the  other  cities  on 
labor  supply  and  over  the  other  in  speed  of  service  to  the  customers  in 
the  market  area. 

7.  Building  Materials— Asphalt  Tile 

A  small  but  growing  market  oriented  industry  in  the  South  is  repre- 
sented by  the  $700,000  asphalt  tile  plant  recently  located  in  Jackson, 
Mississippi,  by  the  Armstrong  Cork  Company.  Asphalt  tile  has  gained 
wide  acceptance  as  a  resilient  floor  covering  for  commercial,  residential, 
and  other  uses.  Total  output  in  1947  was  approximately  40  times  that  in 
the  mid-twenties.  The  South  is  an  attractive  market  because  asphalt  tile 
holds  up  well  as  a  floor  covering  in  a  humid  climate. 

Until  a  few  years  ago,  Armstrong  divided  its  asphalt  tile  production 
between  two  plants — one  at  Lancaster,  Pennsylvania,  and  one  at  South 
Gate,  California.  The  demand  for  this  product  has  been  growing  so  fast 
that  with  the  close  of  the  war,  Armstrong  proceeded  to  build  two  new 
plants.  One,  to  supply  the  Midwest,  was  located  in  Kankakee,  Illinois, 
and  another,  to  produce  for  the  South,  was  placed  at  Jackson. 

By  locating  at  the  market,  transport  savings  are  substantial.  The  chief 
raw  materials,  asphaltic  or  resinous  binders,  obtained  largely  from  petro- 
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leum  refineries,  can  be  assembled  at  different  locations  without  any  great 
variations  in  total  cost.  There  is  no  weight  loss  in  the  manufacturing 
process,  one  pound  of  tile  being  produced  with  one  pound  of  materials. 
Transport  rates  on  the  finished  products  are  considerably  higher  than  on 
the  materials.  The  company  feels  that  the  extra  large  transport  burden 
requires  that  the  plants  be  located  quite  close  to  the  centers  of  the  major 
markets. 

The  market  research  department  of  the  company  estimated  that  the 
calculated  center  of  the  southern  market  was  within  a  few  miles  of 
Jackson,  Mississippi.  The  labor  requirements  of  the  plant  are  small,  less 
than  100  people,  so  there  was  no  concern  about  labor  supply.  But  the 
company  did  have  a  real  problem  in  finding  a  satisfactory  site  in  Jackson. 
In  fact,  at  one  point  it  temporarily  abandoned  the  idea  of  locating  in 
Jackson  and  surveyed  other  cities  to  see  if  there  were  advantages,  such  as 
an  available  building,  perfect  site,  or  outstanding  transportation  facilities, 
to  offset  the  locational  superiority  of  Jackson.  Eventually,  with  the  assist- 
ance of  the  local  people,  an  acceptable  site  was  secured.  Armstrong  also 
placed  emphasis  on  the  attractiveness  of  local  living  conditions. 


Industrial  Market  Oriented  Plants 


1.  Chemicals 

acetylene  gas  and  gases  of  the  air — Acetylene  gas  and  oxygen  are 
used  wherever  iron  and  steel  products  are  manufactured  or  repaired. 
Acetylene  is  made  from  calcium  carbide  and  transported  to  the  consumer 
in  steel  cylinders.  Calcium  carbide  is  manufactured  from  limestone  and 
coke  at  a  few  locations  where  large  electric  power  developments  exist. 
Acetylene  is  produced  in  small  plants  conveniently  located  with  respect 
to  points  of  use. 

Oxygen  is  transported  to  the  consumer  under  high  pressure  in  steel 
cylinders  which  usually  weigh  about  eight  times  as  much  as  the  gas  con- 
tained in  the  cylinder.  To  minimize  transportation  costs,  one  of  the 
country's  major  suppliers  operates  producing  plants  in  a  number  of  the 
larger  industrial  communities,  the  chief  production  needs  being  air, 
labor,  cooking  water,  and  electric  power.  From  these  plants  the  oxygen 
is  transported  in  liquid  form  by  tank  car  or  truck  to  filling  stations 
located  in  other  communities.  At  these  filling  stations  the  liquid  is  con- 
verted to  gaseous  oxygen  and  compressed  into  the  cylinders.  These  cvlin- 
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ders  are  loaned  for  limited  periods  to  the  customer.  Before  the  demand 
in  an  area  is  large  enough  for  a  filling  station,  the  full  cylinders  are  sup- 
plied through  a  local  warehouse. 

Several  new  filling  stations  have  been  established  in  the  South  since 
the  war;  for  example,  the  ones  recently  located  by  the  Linde  Air  Products 
Company  in  Jackson,  Mississippi,  and  in  Charlotte,  North  Carolina.  The 
plant  investment  is  approximately  $100,000  in  each  case  and  the  labor 
force  small.  The  new  plants,  however,  are  significant  indicators  of  grow- 
ing industrial  activity. 

paint  and  lacquer — A  number  of  new  paint  factories  have  been 
planned  for  the  South  since  the  end  of  World  War  II.  Among  the  largest 
are  the  Sherwin-Williams  and  du  Pont  plants  being  located  at  Atlanta, 
Georgia.  The  Sherwin-Williams  case  will  serve  to  illustrate  the  locational 
process  in  this  industry. 

The  Sherwin-Williams  Company  has  served  the  Southeast  out  of  their 
Atlanta  warehouse  for  a  number  of  years.  This  warehouse  is  being  sup- 
plied mainly  from  the  company's  Chicago  plant  and  to  some  extent  from 
its  eastern  plant.  In  order  to  expand  the  company's  productive  capacity 
and  to  secure  more  of  the  business  in  the  Southeast,  plans  were  devel- 
oped for  constructing  a  paint  and  lacquer  factory  at  Atlanta  which  will 
cost  one  million  dollars  and  employ  about  1 50  people,  mainly  male.  The 
subsequent  skyrocketing  of  construction  costs  and  the  uncertainties  of 
securing  equipment  have,  however,  resulted  in  the  postponement  of  con- 
struction of  this  new  plant.  The  company  does  have  a  plant  in  Dallas, 
Texas,  but  it  has  never  located  any  manufacturing  facilities  in  the  South- 
east. 

The  area  to  be  served  by  the  new  plant  will  be  bounded  by  the  Mis- 
sissippi River  on  the  west  and  will  extend  north  to  cover  southeastern 
Tennessee  and  South  Carolina.  The  experience  of  the  company  has  indi- 
cated that  the  market,  particularly  the  industrial  market,  in  the  Southeast 
has  been  growing  by  leaps  and  bounds  and  that  the  best  way  to  secure  a 
large  share  of  the  business  is  to  be  in  a  position  to  give  quick  and  com- 
plete service  to  the  trade.  There  was  no  emphasis  on  relative  costs  and 
the  company  was  not  greatly  influenced  by  any  prospects  of  cost  savings. 
Atlanta  was  considered  to  be  the  industrial  center  of  the  Southeast.  As 
the  company  already  had  a  warehouse  there  and  was  satisfied  with  the 
location,  it  did  not  look  elsewhere. 

sulphuric  acid — Rising  demands  in  1947  for  the  basic  chemical,  sul- 
phuric acid,  called  for  the  construction  of  new  plants  and  the  resumption 
of  operations  in  government-owned  wartime  plants.  Gains  in  consump- 
tion in  the  fertilizer,  iron,  steel,  chemical,  paint,  rayon,  alcohol,  petro- 
leum refining,  and  other  heavy  consuming  industries  have  offset  the  drop 
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in  military  buying  after  the  war.  Largest  tonnage  consumer  of  sulphuric 
acid  is  the  fertilizer  industry  which  uses  the  acid  for  superphosphate  and 
mixed  fertilizer. 

Increased  production  is  expected  in  the  South,  Midwest,  and  Far 
West.  The  greatest  additional  output,  however,  will  occur  in  the  South 
where  operations  have  been  resumed  by  a  private  operator  in  the  war 
plant  at  Tuscaloosa,  Alabama,  and  where  new  plants  at  Mobile,  Ala- 
bama, and  near  Richmond,  Virginia,  have  been  constructed. 

Minimizing  transport  costs,  which  are  greater  for  the  finished  product 
than  for  the  incoming  materials,  causes  sulphuric  acid  plants  to  be  ori- 
ented to  the  market.  The  major  raw  material,  powdered  sulphur,  is  less 
bulky  than  the  sulphuric  acid  because  of  the  addition  of  oxygen  and 
water. 

The  new  du  Pont  plant  on  the  James  River  near  Richmond,  Virginia, 
is  a  source  of  supply  for  the  company's  nearby  cellophane  plant  and  for 
the  other  acid  requirements  of  that  area.  The  specific  site  was  selected 
mainly  because  of  proximity  to  the  Spruance  rayon  and  cellophane  plants 
and  because  of  access  to  river  transportation  facilities  which  permits 
through  shipment  by  water  of  sulphur  from  Texas.  The  plant  employs 
only  about  20  workers. 

synthetic  fibers — The  synthetic  fiber  industry  is  one  of  the  rapidly 
expanding  industries  in  the  United  States  with  wide  representation  in 
the  South.  Production  of  rayon  increased  in  the  United  States  from  380 
million  pounds  in  1939  to  1.1  billion  pounds  in  1948.  Nylon,  a  synthetic 
fiber  produced  only  by  du  Pont,  went  into  commercial  production  in 
1939,  in  1946  totaled  about  25  million  pounds  of  yarn,  and  a  capacity  of 
60  million  pounds  was  reached  by  the  end  of  1948.  Other  less  important 
synthetic  fibers  are  also  becoming  increasingly  important.1 

The  synthetic  fiber  industry  has  accounted  for  the  largest  plants  lo- 
cated in  the  South  since  the  war.  These  plants  are  large  in  investment,  in 
number  of  employees  and  in  potentialities  for  expansion.  The  Celanese 
Corporation  has  built  a  new  yarn  plant  at  Rock  Hill,  South  Carolina, 
estimated  to  cost  forty  million  dollars  and  to  employ  5,000  workers. 
Similar  Celanese  facilities  at  Celco  ( near  Narrows ) ,  Virginia,  were  also 
expanded.  American  Enka  is  constructing  a  new  rayon  tire  yarn  plant 
near  Morristown,  Tennessee,  the  initial  unit  of  which  will  cost  twenty- 
five  million  dollars.  The  final  plant  is  estimated  to  cost  twice  that 
amount.  The  du  Pont  company  has  expanded  its  acetate  process  rayon 
plant  at  Waynesboro,  Virginia,  and  its  nylon  yarn  plant  at  Martinsville, 
Virginia.  A  third  nylon  yarn  plant  has  been  located  at  Chattanooga,  Ten- 
nessee. In  addition,  du  Pont  is  building  a  plant  at  Camden,  South  Caro- 

xSee  p.  375-495  Pace  report.  Production  Studies  of  Synthetic  Fiber  and  Paper. 
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lina  to  make  a  newly  developed  fiber  called  "orlon."  Another  synthetic 
fiber  producer,  North  American  Rayon,  has  constructed  new  facilities  at 
Elizabethton,  Tennessee. 

The  market  determined  the  general  location  area  for  all  these  plants. 
Great  stress  was  placed  on  being  able  to  provide  prompt  service  to  cus- 
tomers, since  synthetic  yarn  is  one  of  the  principal  raw  materials  of  the 
textile  manufacturer.  The  largest  number  of  these  manufacturers  are 
located  in  the  Carolinas.  Consequently,  there  has  been  a  concentration 
of  new  yarn  facilities  in  those  and  adjacent  states.  Some  of  this  yarn 
expansion,  notably  that  in  Virginia,  will  move  to  textile  mills  in  the 
middle  Atlantic  states. 

2.  Electrical  Equipment 

The  Westinghouse  Electric  Corporation  has  put  into  operation  a  new 
million-dollar  manufacturing  plant  and  sales  warehouse  in  Houston, 
Texas.  The  plant  is  market  oriented  for  the  manufacture,  maintenance, 
and  repair  of  heavy  electrical  equipment.  The  company  has  located  simi- 
lar plants  elsewhere  in  the  country  when  local  industry  became  suffi- 
ciently large  to  warrant  such  servicing. 

3.  Foiest  Products — Treated  Lumber 

A  new  wood  processing  plant  of  the  American  Lumber  and  Treating 
Company  went  into  operation  in  1946  on  a  140  acre  tract  at  Florence, 
South  Carolina.  The  new  plant  cost  about  $750,000  and  employs  be- 
tween 120  and  170  men.  Construction  of  the  plant  is  the  result  of  a 
decision  to  relocate  and  more  than  double  the  capacity  of  a  plant  for- 
merly operating  in  Massachusetts.  That  plant  was  closed  because  the 
plant's  major  customer,  a  railroad  company,  had  acquired  a  wood  treating 
plant  of  its  own  through  a  merger. 

The  company  does  not  buy  and  sell  forest  products — with  the  excep- 
tion of  poles — but  operates  as  a  service  station  by  pressure-processing 
wood  for  others.  Chemical  treatment  of  railroad  ties,  telephone  and 
telegraph  poles,  wharf,  dock,  and  bridge  foundations  and  structural  lum- 
ber for  industrial  plants,  farm  buildings,  and  homes  will  be  performed  at 
the  Florence  plant.  Coal-tar  creosote  or  salts  are  forced  into  the  wood  to 
protect  it  against  decay,  dry  rot,  and  termites.  A  fire-retardent  is  applied 
to  lumber  which  is  to  be  used  where  the  fire  hazard  is  great. 

The  company  established  an  internal  postwar  planning  committee 
prior  to  the  end  of  the  war  to  recommend  areas  where  the  prospect  for 
increased  demand  would  warrant  the  establishment  of  new  wood  treating 
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plants.  The  company  already  had  four  other  plants  in  the  South — two  in 
Arkansas  and  one  each  in  Louisiana  and  Florida.  A  fifth  plant  in  the 
coastal  Southeast  was  decided  upon  to  serve  the  textile  industry  in  the 
Carolinas  and  the  railroads. 

The  service  character  of  the  business  and  the  higher  outgoing  trans- 
port costs  because  of  the  additional  weight  of  the  treated  lumber  made  it 
desirable  to  locate  near  to  the  point  of  use.  Unnecessary  hauling  is  elimi- 
nated by  having  the  plant  in  line  with  a  good  supply  of  raw  materials  on 
one  side  and  the  market  on  the  other.  The  importance  of  rail  trans- 
portation makes  it  also  important  to  be  at  a  crossroads  of  at  least  two 
rail  lines.  Several  locations  which  fulfilled  these  requirements  were  avail- 
able in  the  southern  part  of  South  Carolina.  The  Atlantic  Coast  Line 
railroad  greatly  influenced  the  selection  of  Florence,  which  is  farther 
north  than  the  other  locations  considered,  by  providing  a  satisfactory  site 
and  a  contract  for  treatment  of  the  railroad's  ties,  timbers,  and  lumber. 

It  is  interesting  to  add  in  regard  to  the  question  of  "freight  discrimina- 
tion that  the  freight  rates  on  poles  are  unusually  favorable,  making  it 
possible  to  ship  into  New  England  and  sell  competitively  from  the  South 
Carolina  location. 

4.  lion  and  Steel  and  Their  Products 

cans — The  freight  cost  for  shipping  empty  cans,  because  of  their  bulk, 
is  much  higher  than  the  transport  cost  for  the  equivalent  in  tin.  Conse- 
quently, can  companies  are  almost  forced  to  build  new  plants  within  a 
market  area  whenever  the  demand  in  that  location  will  support  an  eco- 
nomic sized  plant.  The  economic  size  of  a  plant  and  the  savings  achieved 
by  a  market  location  will  depend  upon  the  size  of  the  cans. 

As  part  of  its  postwar  expansion  program,  the  American  Can  Com- 
pany completed  a  new  $1,000,000  can  manufacturing  plant  at  Fort 
Smith,  Arkansas.  The  decision  to  build  a  new  plant  in  the  Oklahoma- 
Arkansas  area  came  as  a  result  of  the  rapid  growth  of  the  canning  of  local 
spinach,  tomatoes,  and  green  beans.  Fort  Smith  was  selected  as  the 
proper  location  to  serve  that  area.  The  company  already  had  a  warehouse 
located  there.  No  other  location  was  considered. 

bottle  caps — A  bottle  cap  factory  was  established  in  1947  in  Dallas, 
Texas,  by  the  Armstrong  Cork  Company.  The  major  raw  material,  tin 
plate,  is  supplied  to  the  company  out  of  the  Chicago  area.  Prior  to  the 
establishment  of  the  new  plant,  considerable  backhaul  was  involved  in 
transporting  the  tin  plate  to  Lancaster,  Pa.,  the  company's  only  bottle 
cap  plant,  and  then  transporting  the  bottle  caps,  mainly  by  rail,  to  the 
Southwest  and  other  areas.  The  Dallas  plant  will  receive  the  tinplate  at 
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employ  125  persons  and  manufacture  commercial  envelopes  to  serve  the 
territory  east  of  the  Mississippi  River  and  south  of  Kentucky  and  Vir- 
ginia. The  major  consideration  in  establishing  the  new  plant  was  not  a 
matter  of  cost  but  to  provide  better  service  to  an  area  formerly  supplied 
by  the  company's  plant  in  New  England.  Proximity  to  the  important 
trade  center  of  Atlanta  and  the  excellent  transportation  facilities  to  all 
points  in  the  territory  were  the  important  considerations  in  selecting  the 
specific  location. 

paper  boxes — The  manufacture  of  paper  boxes  is  market  oriented  for 
two  basic  reasons.  Of  greater  importance,  transport  costs  are  minimized 
by  locating  near  the  market,  since  paperboard,  the  major  raw  material,  is 
shipped  in  large  quantities  taking  a  lower  rate  than  the  finished  products 
which  are  shipped  in  less  than  carload  lots.  Also,  better  service  can  be 
provided  from  local  plants,  since  most  orders  are  designed  to  meet  the 
customers'  specific  needs. 

Since  the  end  of  the  war,  at  least  three  new  container  plants  have  been 
located  in  North  Carolina.  The  Container  Corporation  of  America  and 
the  Gaylord  Container  Corporation  have  established  sizable  plants  in 
Greensboro  and  the  latter  company  has  also  built  a  smaller  plant  at 
Hickory.  The  Gaylord  company  previously  supplied  this  area  out  of 
their  Greenville,  South  Carolina,  plant,  which  has  tripled  in  size  within 
the  last  ten  years.  The  recent  expansion  of  consuming  industries  in  the 
area,  the  location  in  North  Carolina  of  a  large  mail  order  center  by  a  big 
customer  of  Gaylord,  and  the  shift  from  wood  cratings  to  cardboard 
packing  by  the  furniture  industry  have  combined  to  create  a  tremen- 
dously expanded  demand  for  paper  containers.  Gaylord  therefore  decided 
that  it  would  be  more  profitable  to  establish  two  new  plants  than  to 
expand  and  continue  supplying  the  North  Carolina  region  out  of  Green- 
ville. Several  locations  were  surveyed.  One  was  eliminated  as  a  possibility 
because  it  was  a  college  town  and  the  company  felt  that  it  would  be 
difficult  to  find  enough  people  to  do  factory  work.  Another  likely  loca- 
tion was  turned  down  because  a  paper  box  manufacturer  was  already 
located  there.  On  the  basis  of  labor  supply,  transportation  facilities,  and 
proximity  to  some  of  the  company's  best  customers,  Greensboro  was 
finally  decided  upon. 

8.  Textile  Mill  Products — Textile  and  Open-Mesh  Bags 

The  Bemis  Bro.  Bag  Company  early  in  1947  selected  Jacksonville, 
Florida,  as  the  location  for  a  new  plant.  The  new  plant  makes  and  prints 
bags  from  cotton,  burlap,  and  open-mesh  cloth,  largely  for  commercial 
feeds,  fertilizers,  cabbage,  citrus  fruits,  and  potatoes.  The  plant  furnishes 
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employment  for  approximately  75  persons,  mostly  women.  The  company 
has  stated  that  Jacksonville  was  chosen  because  of  its  growing  impor- 
tance as  an  industrial  center  and  the  increased  necessity  of  serving  bag 
users  in  the  southeastern  states  more  efficiently. 

The  manufacture  of  textile  bags  is  a  service  business.  Consequently, 
the  company  found  it  desirable  to  locate  a  large  number  of  plants 
throughout  the  country  in  order  to  give  better  service  and  thereby  secure 
a  greater  share  of  the  business  from  each  market  area.  There  is  also  an 
elimination  of  backhaul  which  results  in  a  saving  in  transport  costs  by 
moving  the  materials  directly  to  the  market  for  processing.  For  these 
reasons  the  company  is  always  looking  for  expanding  market  areas  which 
can  be  more  profitably  supplied  by  a  new  plant.  As  part  of  its  market 
research  program  the  company  recently  made  a  survey  of  the  prospective 
demand  for  its  products  along  the  southeastern  seaboard.  The  govern- 
ment crop  support  program  was  considered  and  the  trends  in  each  com- 
modity that  might  use  the  company's  products  were  reviewed.  The  agri- 
cultural crop  production  data  were  supplemented  by  the  company's  own 
delivery  statistics  and  by  personal  interview  with  representatives  of  each 
group  of  customers.  This  survey  indicated  that  the  area  was  expanding 
and  it  would  be  profitable  to  establish  a  new  plant  in  that  area.  Plants  at 
Memphis,  Norfolk,  and  New  Orleans  previously  supplied  the  Southeast. 

None  of  the  smaller  towns  in  the  area  were  considered  in  the  selection 
of  the  actual  location  because  they  did  not  have  a  large  enough  local 
market.  Jacksonville  and  Savannah  were  the  two  locations  seriously  con- 
sidered. The  final  choice  was  made  on  the  basis  of  two  factors:  (a)  facili- 
ties for  providing  the  best  service  to  the  customers,  and  (b)  the  location 
with  the  lowest  transport  costs  for  materials.  This  included  in-freight  on 
the  cotton  cloth,  much  of  which  was  to  come  from  the  company's  own 
plants  at  Jackson,  Tennessee,  and  Bemiston,  Alabama,  and  proximity  to 
a  port  of  entry  for  the  burlap  cloth.  Savannah  had  the  advantage  of 
being  a  port  of  entry  for  the  burlap,  but  Jacksonville  was  more  attractive 
because  of  the  large  number  of  local  customers  and  because  it  leads  into 
a  big  trade  area.  The  elimination  of  backhaul  by  supplying  the  area  out  of 
Jacksonville  instead  of  from  Memphis,  Norfolk,  and  New  Orleans  is 
estimated  to  result  in  a  very  substantial  freight  saving  to  the  company.  It 
is  anticipated  that  the  citrus  business  and  other  bag  consuming  industries 
in  the  area  will  grow  and  that  this  plant  may  have  to  be  enlarged  within 
the  next  few  years. 


[5: 


■■■^ 


FIVE 

Southern  Materials 


NDER  some  economic  and  physical  conditions,  supplies  of  materials 
exert  the  dominant  influence  on  location.  These  situations  are  dis- 
cussed in  this  chapter.  Also  presented  are  a  series  of  illustrations 
dealing  with  the  major  types  of  materials.  Each  of  the  six  materials 
groups  covered  could  furnish  the  basis  for  a  much  greater,  more  diversi- 
fied growth  of  industry. 


Materials  as  a  Location  Factor 


1 .  Materials  as  a  Primary  Factor 

Manufacturing  activity  is  attracted  to  sources  of  materials  under  these 
conditions: 

a.  Where  the  major  required  materials  are  perishable  or  not  freely 
transportable. 

b.  Where  transport  costs  are  an  important  part  of  total  delivered 
costs  and  where  materials  are  more  expensive  to  carry  than  the 
finished  product. 

Raw  wool  and  raw  cotton  are  nonperishable  and  freely  transportable. 
Consequently  neither  wool  nor  cotton  manufacturing  would  necessarily 
be  attracted  to  the  source  of  materials.  Raw  milk,  on  the  other  hand, 
must  be  handled  as  highly  perishable  despite  recent  strides  in  refrigera- 
tion, and  moreover  is  subject  to  weight  loss  in  processing.  Manufacturers 
of  most  dairy  products,  therefore,  must  be  near  sources  of  the  basic 
material.  The  same  influence  is  likely  to  affect  the  location  of  users  of 
natural  gas  and  electricity.  Although  the  availability  of  these  services  can 
be  geographically  extended  after  a  time,  they  cannot  be  furnished 
quickly  to  new  consuming  areas.  Thus,  chemical  plants  utilizing  large 
amounts  of  natural  gas — for  example,  du  Pont's  nylon  salt  plant — or 
metal  plants  utilizing  large  amounts  of  low-cost  electric  power — for  ex- 
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ample,  the  Wolverine  Tube  Division's  copper  tubing  plant — can  con- 
sider for  immediate  plant  location  only  those  areas  where  these  materials 
are  already  available. 

Savings  in  transport  costs,  one  of  the  key  objectives  for  many  types  of 
manufacturing  establishments  in  selecting  the  proper  location,  usually 
result  from  being  near  the  source  of  materials  if  there  is  a  large  weight 
or  volume  reduction  in  the  particular  manufacturing  process.  The  manu- 
facture of  phosphorous  which  requires  10  to  15  tons  of  phosphate  rock 
for  each  ton  of  finished  product  has  already  been  cited  as  an  illustration 
of  a  material  oriented  plant.  The  manufacture  of  pulp  and  paper,  where 
only  about  40  percent  of  the  weight  of  the  pulpwood  is  embodied  in  the 
finished  product,  is  another  example.  Under  such  circumstances,  it  is 
obviously  uneconomic  to  pay  transport  costs  on  the  waste  material  for 
long  distances.  In  the  manufacture  of  wool  and  cotton  textiles,  on  the 
other  hand,  practically  all  the  weight  of  the  yarn  and  other  raw  materials 
is  utilized,  and  transport  costs  are  a  small  part  of  total  costs.  Conse- 
quently, in  locating  such  industries  any  saving  in  transport  costs  is  much 
less  important  than  possible  savings  in  labor  costs  or  advantages  in  serv- 
ice to  customers. 


2.  Materials  as  a  Secondary  Factor 

The  influence  of  materials  has  usually  been  small  in  the  location  of 
plants  peculiarly  dependent  on  labor  supply.  At  times,  however,  manu- 
facturers are  able  to  choose  between  several  satisfactory  labor  areas  and 
to  save  on  costs  of  materials,  power,  or  fuel.  For  example,  one  company 
picked  one  labor  area  rather  than  another  in  order  to  take  advantage  of  a 
considerable  saving  on  electric  power.  Officials  of  another  company 
frankly  admitted  that  they  had  failed  to  analyze  power  costs  at  alterna- 
tive sites.  After  they  located  in  the  TVA  area  because  of  the  availability 
of  a  plant  building  and  a  labor  supply,  they  discovered  that  their  savings 
in  power  costs  as  compared  with  operations  in  the  North  would  pay  for 
the  entire  cost  of  the  plant  over  a  10-year  period. 

Materials  have  been  a  significant  secondary  factor  also  in  the  market 
oriented  cases  discussed  in  the  previous  chapter.  They  have  been  of 
importance  in  two  ways.  First,  the  local  availability  of  some  of  the  nec- 
essary materials  has  often  added  to  the  advantage  of  locating  within  the 
southern  market.  For  example,  the  new  asphalt  tile  plant  at  Jackson, 
Mississippi,  previously  mentioned,  will  secure  one  of  its  major  raw  ma- 
terials, asphalt,  locally  and  will  realize  an  important  transport  cost  ad- 
vantage in  its  location,  although  it  is  based  mainly  on  market  considera- 
tions. 
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Second,  materials  have  often  determined  the  specific  location  within 
the  market  area.  The  new  Celanese  synthetic  yarn  plant,  for  example, 
had  to  be  located  on  a  site  where  it  could  obtain  100,000,000  gallons  of 
water  daily.  Water  was  also  an  important  requirement  in  site  selection 
for  the  tire  plants.  These  cases  indicated  that,  although  often  classified 
as  a  ubiquitous  material,  water  in  large  quantities  and  of  good  quality 
may  be  so  difficult  to  find  that  its  availability  will  determine  the  specific 
plant  location  within  a  generally  satisfactory  zone.  Likewise,  natural  gas 
has  been  an  important  factor  in  selection  of  particular  locations.  In  fact, 
in  several  cases,  supply  and  cost  of  natural  gas  have  led  companies  to 
choose  places  for  market  oriented  plants  which  were  somewhat  removed 
from  central  distribution  points. 

3.  Materials  in  the  Postwar  South 

Although  materials  have  been  less  important  than  markets  in  attract- 
ing new  industry  to  the  South  in  recent  years,  many  new  plants  have 
been  established  in  southern  states  because  of  the  local  availability  of 
agricultural  products,  forest  resources,  minerals,  natural  gas,  petroleum, 
and  electric  power.  In  some  of  these  instances,  the  resources  in  the 
South  were  less  developed  than  those  in  other  regions.  To  a  considerable 
extent  the  South  is  now  "catching  up"  in  material  processing  operations. 

Natural  resources,  where  they  act  as  a  primary  location  factor,  have 
recently  drawn  industry  to  the  South  because  of  advantages  over  com- 
petitive regions.  These  advantages  were  of  the  following  types: 

a.  Lower  cost  resources,  e.g.,  low-cost  electric  power  and  natural  gas. 

b.  Materials  closer  to  the  market,  e.g.,  phosphate  rock. 

c.  Materials  available  in  larger  quantity,  notably  in  terms  of  reserves 
for  the  future,  e.g.,  pulpwood. 

d.  Materials  feasible  of  development  at  low  costs  and  in  adequate 
quantities,  e.g.,  the  agricultural  products  on  which  meat  packing 
and  the  dairy  industry  are  dependent. 

e.  Cheap  materials  made  usable  by  technological  achievements,  e.g., 
cruder  wood  pulps  for  newsprint  and  milo  maize  for  products  usu- 
ally made  from  corn. 

4.  Shortages  of  Iron  and  Steel  as  a  Locational  Deterrent 

Just  as  the  availability  of  certain  materials  attracts  new  plants,  the  in- 
ability to  secure  other  materials  discourages  local  expansion.  The  short- 
age of  iron  and  steel  in  1947  is  a  case  in  point.  Not  only  was  it  impossible 
for  some  prospective  southern  plants  to  obtain  steel  mill  products  from 
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nearby  mills,  but  partly  because  of  the  operation  of  the  basing  point 
pricing  system  it  was  impossible  to  get  supplies  from  northern  mills.  A 
manufacturer  of  electrical  appliances  seeking  a  location  in  Little  Rock, 
Arkansas,  in  1947  had  to  drop  his  plans  because  of  inability  to  get  steel 
deliveries.  In  a  similar  situation,  a  textile  machinery  manufacturer  ex- 
plained that  if  his  company  wished  to  place  a  major  plant  in  the  South, 
where  most  of  its  output  was  sold,  it  would  have  great  difficulty  getting 
iron  and  steel.  In  the  North  the  company  already  had  established  sup- 
pliers but  in  the  South  it  would  have  to  take  its  turn  as  a  new  customer. 
Thus,  the  locational  advantage  to  the  textile  machinery  industry  in  be- 
ing close  to  its  market  was  ineffective,  because  of  the  shortage  of  key 
materials. 


Material  Oriented  Plants 


The  new  southern  plants  classified  as  material  oriented  were  based  on 
the  following  resources  and  will  be  discussed  under  these  headings: 

Agricultural  products  Minerals 

Electric  power  Natural  gas 

Forest  products  Petroleum    - 

1 .  Agricultural  Products 

The  industries  investigated  which  were  dependent  upon  a  supply  of 
agricultural  products  included  dairy  products,  meat  packing,  poultry 
dressing,  and  corn  products.  Other  important  industries  in  this  category 
omitted  from  this  study  because  of  limited  time  for  interviewing  are 
tobacco  products,  processed  citrus  fruits,  frozen  foods,  vegetable  oils, 
and  rice  cleaning  and  polishing. 

dairy  products — With  the  older  dairy  regions  already  highly  devel- 
oped and  with  a  steadily  growing  national  demand  for  dairy  products, 
the  South  has  become  one  of  the  most  promising  frontiers  for  increased 
milk  production.  By  1944,  the  thirteen  states  of  the  South  accounted 
for  18  percent  of  total  United  States  milk  production.  Arkansas,  Ken- 
tucky, Virginia,  and  the  Tennessee  Valley  area  have  been  outstanding 
in  more  recent  years  in  this  continued  dairy  development. 

Availability  of  milk  can  attract  a  wide  variety  of  dairy  products  indus- 
tries. Perishability  is  a  major  limitation  on  moving  milk  a  great  distance 
for  processing.  Weight  lost  in  preparing  most  types  of  dairy  products  is 
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substantial  and  is  another  reason  for  locating  close  to  the  source  of 
materials.  It  will  be  remembered,  however,  that  two  types  of  plants 
using  raw  milk — dairies  and  ice  cream  manufacturing — were  classified 
as  market  oriented,  but  in  these  cases,  supplies  are  usually  developed 
near  major  markets. 

Leading  industries  based  upon  the  supply  of  milk  are  cheese  factories, 
creamery  butter  factories,  and  evaporating  plants  or  condenseries.  In  the 
same  group  but  of  lesser  importance  are  powdered  milk  plants  and  ice 
cream  mix  plants.  In  the  postwar  South,  cheese  factories  have  been  most 
important.  One  of  the  largest  cheese  factories  in  the  United  States  was 
opened  by  the  Kraft  Foods  Company  in  May,  1947,  at  Bentonville, 
Arkansas.  The  recent  experience  of  the  Pet  Milk  Company  with  an  ice 
cream  mix  plant  in  Georgia  indicates  a  possible  field  for  further  devel- 
opment in  the  South. 

Local  availability  of  an  existing  or  potential  milk  supply  will  deter- 
mine the  general  area  of  a  new  plant.  Of  course,  milk  and  other  agricul- 
tural products  differ  from  most  other  resources  in  that  they  have  to  be 
produced.  In  order  to  induce  farmers  to  invest  in  milk  production  there 
must  be  an  immediate  market  for  their  output.  Processors,  on  the  other 
hand,  cannot  set  up  new  plants  unless  the  milk  supply  exists.  So  that  in 
the  development  of  dairying  there  is  a  "which  comes  first,  the  hen  or 
the  egg"  proposition.  The  problem  is  solved  by  extending  the  opera- 
tions from  existing  plants  into  new  areas.  First,  a  milk  receiving  station 
is  set  up,  which  is  a  collection  center  for  a  more  distant  plant.  As  the 
supply  grows  a  processing  plant  will  replace  the  receiving  station.  The 
approximate  minimum  quantities  required  for  different  types  of  plants, 
according  to  certain  companies  in  the  field,  are  as  follows: 

Creamery  1,500,000  lbs.  of  butterfat  per  year 
Cheese  factory  40,000  to  50,000  lbs.  of  milk  daily 
Powdered  milk  plant  60,000  to  80,000  lbs.  of  milk  daily- 
Evaporating  plant  500,000  lbs.  of  milk  daily  for  a  good  sized  plant 

Since  the  demand  for  dairy  products  has  grown  rapidly,  processors, 
particularly  the  larger  ones,  are  on  the  lookout  for  farming  areas  which 
can  support  new  plants.  Suggestions  for  a  new  plant  may  arise  from 
company  research  on  consumption  and  production  trends,  from  an  em- 
ployee in  the  field,  or  from  the  promotional  efforts  of  a  particular  com- 
munity. These  possibilities  are  investigated  by  the  company's  own  field 
staff.  Important  matters  checked  are  the  quantity  and  quality  of  the 
existing  milk  production  in  an  area,  requirements  of  competitive  pur- 
chasers, the  general  character  of  the  territory  (climate,  soils,  feed  crops), 
farming  standards,  and  attitudes  of  community  leaders.  Also  significant 
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is  the  relative  profitableness  of  other  types  of  agriculture  in  the  com- 
munity. 

Establishment  of  a  dairy  products  plant  in  a  newly  developed  area 
involves  a  gamble  on  the  maintenance  or  expansion  of  the  local  milk 
supply.  For  this  reason,  local  cooperation  in  the  promotion  of  dairying 
is  always  given  considerable  weight  in  selecting  a  location.  Most  con- 
cerns have  had  some  unsuccessful  experiences.  For  example,  one  com- 
pany had  to  close  a  plant  in  Texas  because  the  local  cattlemen,  who 
were  opposed  to  the  development  of  dairying  in  the  region,  bought  all 
the  bulls  and  shipped  them  to  distant  localities.  In  other  communities 
the  rising  profits  from  cotton  have  led  to  the  closing  of  milk  processing 
units. 

The  Pet  Milk  Company  cited  Greeneville,  Tennessee,  as  one  of  the 
outstanding  examples  of  successful  promotional  efforts.  The  company 
first  went  into  that  area  twenty  years  ago  when  there  was  very  little  milk 
production.  The  agricultural  schools,  county  agents,  local  bankers,  and 
businessmen  all  joined  the  dairy  development  campaign.  During  the 
first  year  and  a  half  over  1,000  dairy  promotional  meetings  were  held 
with  farmers.  A  program  of  financial  assistance  in  the  importation  of 
bulls  was  arranged  for  and  in  the  first  ten  years  about  1,200  bulls  were 
shipped  in.  At  present,  the  Greeneville  unit  is  one  of  the  larger  milk 
processing  plants  in  the  South. 

The  actual  selection  of  a  site  within  a  prospective  milk  producing  area 
may  depend  on  differences  in  local  leadership,  although  the  community 
selected  is  usually  near  the  center  of  the  area.  The  power,  fuel,  and  labor 
requirements  are  of  very  minor  importance.  The  companies  interviewed 
stated  that  they  were  not  interested  in  special  local  inducements  but 
primarily  in  assurance  as  to  the  supply  of  milk.  A  further  remark  on  gifts 
merits  quotation:  "We  do  not  ask  for  any  funds  or  for  a  building  from 
local  groups.  All  we  want  is  a  site  at  a  fair  price,  fire  protection,  and  an 
adequate  water  supply."  The  water  supply  is  especially  important  for  an 
evaporated  milk  plant  because  such  a  plant  will  use  as  much  water  as  is 
normally  required  for  a  city  of  3,000  people. 

meat  packing — The  demand  for  meat  products  in  the  South  has  been 
stimulated  by  the  rising  level  of  income.  In  order  to  supply  this  growing 
market  there  has  been  a  strong  trend  toward  placing  new  plants  between 
the  market  and  animal  producing  areas.  The  Southwest  has  been  a  large 
producer  of  livestock  and  instead  of  shipping  the  livestock  north  to  be 
fattened  for  processing  at  northern  plants  and  then  reshipping  the  meat 
products  to  the  South,  it  has  been  possible  to  eliminate  backhaul  by 
establishing  local  plants,  based  in  part  on  new  feeding  operations.  Since 
the  end  of  the  war  a  number  of  new  plants  and  expansions  have  been 
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made  in  Texas,  Tennessee,  Georgia,  North  Carolina,  and  Florida.  Swift 
and  Company,  for  example,  is  developing  a  new  packing  plant  at  Jack- 
son, Mississippyand  is  expanding  existing  plants  at  Nashville,  Tennes- 
see, and  .Qcala>Florida. 

An  adequate,  stable  supply  of  livestock  will  determine  the  general  area 
in  which  to  place  a  plant.  Not  only  must  the  supply  of  livestock  in  an 
area  be  adequate  to  support  a  minimum  sized  plant  but  the  supply  must 
be  fairly  steady  over  the  year.  For  example,  a  six  month's  period  of  shut- 
down or  low-level  operation  would  normally  rule  out  a  prospective  loca- 
tion. Stability  of  supply  as  well  as  total  supply  can  be  substantially 
changed,  however,  by  the  development  efforts  of  agricultural  agents, 
local  groups,  and  the  company's  field  personnel. 

The  selection  of  the  specific  location  for  a  plant  will  usually  be  deter- 
mined by  the  transportation  network  in  the  area  of  supply,  the  willing- 
ness of  the  local  groups  to  cooperate  on  a  development  program,  and  the 
availability  of  a  satisfactory  site.  In  the  selection  of  Lake  Charles,  Louisi- 
ana, for  a  $1,000,000  Swift  plant  before  the  war,  a  successful  local  feed- 
ing operation  and  a  supply  of  low-cost  natural  gas  to  be  used  for  fuel 
were  attractions.  Labor  requirements  are  not  large  and,  if  necessary,  can 
be  met  by  employees  coming  to  the  plants  from  a  fairly  wide  area. 

poultry  dressing  and  packing — A  promising  development  in  the 
South  is  the  large-scale  raising  of  poultry  and  the  attendant  poultry 
dressing  and  packing.  Several  areas,  notably  in  Texas,  northwest  Arkan- 
sas, the  Shenandoah  Valley  of  Virginia,  and  northern  Georgia,  have 
been  fostering  poultry  growing. 

One  factor  in  the  expansion  of  broiler  operations  in  the  South  is  the 
fact  that  egg-laying  flocks  in  the  Midwest  and  coastal  regions  of  the  East 
and  Southwest  have  been  decreasing,  due  to  the  greatly  expanded  pro- 
duction of  eggs  per  hen.  This  has  given  the  South  a  chance  to  fill  the 
vacuum  by  specialized  production  of  chickens  for  meat.  The  South  has 
the  further  advantage  of  weather  which  permits  year-round  outdoor 
poultry  raising  and  savings  in  construction  costs.  Feed,  on  the  other 
hand,  costs  more  because  much  of  it  has  to  be  shipped  from  outside 
areas. 

The  minimum  supply  which  will  justify  an  economic  sized  processing 
plant  was  stated  by  one  producer  to  be  2,000,000  pounds  per  year. 
Demand  for  poultry,  during  and  since  the  war,  like  demand  for  most 
food  products  has  been  high.  Consequently,  the  big  operators  especially 
will  locate  a  plant  wherever  there  is  enough  poultry  to  support  an  opera- 
tion or  where  there  is  good  reason  to  expect  a  sufficient  supply  to  de- 
velop. 
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Recent  developments  in  raising  broilers  have  resulted  in  a  factory-like 
process  in  which  one  man  handles  15,000  chicks.  The  chicks  which  are 
started  in  the  process  are  ready  for  sale  in  13  weeks  as  2Vi  pound  broilers. 
Labor  costs  are  small  in  the  growing  process  and  are  estimated  to  be 
about  5^  per  chicken  for  the  dressing  and  packing.  In  the  main,  women 
are  used  in  the  latter  operation. 

Development  work  in  many  of  the  newer  areas  has  been  spearheaded 
by  feed  dealers,  who  advance  the  feed  to  the  growers  on  credit  for  the  1 3 
weeks  period.  For  example,  Swift  and  Company  recently  established  a 
large  broiler  dressing  plant  at  Gainesville,  Georgia,  where  the  area  had 
been  developed  through  the  efforts  of  local  feed  dealers. 

Preparation  of  high  quality  frozen  poultry  for  a  distant  market  has 
been  the  base  of  expanded  operations,  especially  in  the  Southwest. 

corn  products — In  response  to  growing  industrial  and  consumer  de- 
mand, the  corn  products  industry  expanded  from  an  annual  grind  of  80 
million  bushels  of  corn  in  the  prewar  period  to  a  1947  total  of  139  mil- 
lion bushels.  The  major  problem  of  the  industry  has  been  to  secure  an 
adequate  supply  of  corn.  In  1948  the  annual  grind  fell  to  110  million 
bushels.  As  a  culmination  of  many  years  of  research  by  the  U.S.  Depart- 
ment of  Agriculture  and  the  Corn  Products  Refining  Company,  a  proc- 
ess was  perfected  in  1944  for  manufacturing  starches  and  dextrose 
sugar  from  grain  sorghum,  commonly  known  as  milo  maize.  This  tech- 
nological development  not  only  made  it  possible  to  increase  the  output  of 
corn  products  without  an  increase  in  the  regular  corn  crop,  but  also 
made  it  possible  to  diversify  the  risk  of  raw  material  shortages  by  de- 
veloping a  second  source  of  materials. 

The  Corn  Products  Refining  Company,  the  industry's  largest  pro- 
ducer, selected  Corpus  Christi,  Texas,  as  the  location  for  a  new  plant  to 
utilize  the  new  process  on  the  basis  of  sorghum  grains  from  south  and 
south  central  areas  of  Texas.  The  new  plant  cost  between  $12,000,000 
and  $15,000,000  and  is  to  employ  about  300  men.  Transport  costs  are 
minimized  by  locating  a  corn  products  plant  at  the  source  of  materials. 
There  is  100  percent  yield  from  the  sorghum  grain  but  about  one-third 
of  the  raw  material  weight  is  in  feed  by-products.  The  market  for  the 
refined  products  is  partly  regional  but  primarily  foreign,  whereas  the 
market  for  the  feed  is  local.  Local  demand  for  feed  is  strong,  partly  be- 
cause of  declining  production  of  cottonseed  meal  and  cake. 

The  search  for  a  general  area  of  materials  quite  naturally  centered  in 
Texas,  the  major  producer  of  sorghum  grain.  This  crop  had  been  greatly 
stimulated  during  the  war  for  conversion  into  industrial  alcohol.  The 
wartime  demand  had  fallen  off,  however,  and  a  surplus  in  the  Texas  area 
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seemed  quite  certain.  The  biggest  producing  .area  in  Texas  was  the  Pan- 
handle but  the  area  north  and  west  of  Corpus  Christi  was  selected  be- 
cause the  company  wanted  a  surplus  supply  close  to  the  seaboard. 

In  fact,  the  company  early  decided  that  it  wanted  a  seaport  location 
with  large  quantities  of  water  and  cheap  natural  gas.  The  port  location 
was  considered  necessary  in  order  to  economize  on  loading  and  transfer 
costs  in  supplying  the  export  market;  about  2  million  gallons  of  water 
per  day  were  needed  because  of  the  wet  milling  process  and  cheap  nat- 
ural gas  was  important  as  a  fuel  because  the  process  is  one  of  dilution 
and  evaporation.  The  combination  of  requirements  for  the  new  plant 
directed  attention  to  Corpus  Christi  as  the  best  location. 

2.  Electric  Power 

Electric  power  alone  attracts  few  industries  to  a  region.  These  excep- 
tions are  mainly  the  electrochemical  and  electrometallurgical  operations, 
of  which  the  manufacture  of  aluminum  is  a  well-known  example.  The 
general  locational  importance  of  electric  power  is  best  described  as  "im- 
proving the  industrial  environment." 

The  $8,000,000  nonferrous  tube  plant  located  at  Decatur,  Alabama, 
by  the  Wolverine  Tube  Division  of  the  Calumet  and  Hecla  Consoli- 
dated Copper  Company  is  an  interesting  example  of  a  plant  attracted  to 
the  TVA  area  principally  because  of  the  need  for  low-cost  electric  power 
in  the  manufacturing  process.  Wolverine  is  a  primary  mill  and  is  en- 
gaged in  the  manufacture  of  nonferrous  tubing  from  raw  materials.  The 
copper  used  in  the  production  of  copper  and  copper-base  alloy  tubes 
comes  from  the  parent  company  in  Calumet,  Michigan,  and  the  finished 
products  are  shipped  to  refrigeration  and  air  conditioning  manufacturers, 
public  utilities,  housing  contractors,  tube  fabricators,  and  a  multitude 
of  other  users  located  primarily  in  the  north  central  and  northeast  por- 
tions of  the  country.  Recent  technological  developments  have  increased 
the  requirements  for  electricity  to  the  extent  that  this  factor  is  now  of 
major  cost  importance.  The  low  cost  of  TVA  power  was  naturally  in- 
vestigated. Since  this  low-cost  power  was  available  throughout  a  fairly 
large  area  in  the  Tennessee  Valley,  the  final  selection  was  made  only 
after  many  field  investigations  including  consideration  of  economic,  en- 
gineering, and  social  factors. 

3.  Forest  Products 

The  tremendous  upsurge  of  postwar  demand  for  forest  products  in- 
evitably directed  attention  to  the  South  as  a  source  of  materials  for  the 
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industry's  large-scale  expansion.  More  than  two-fifths  of  the  area  of  the 
South  is  in  forest  land.  These  forests  have  a  high  rate  of  growth  fostered 
by  the  climate,  are  close  to  the  major  market  areas  of  the  country,  and 
are  in  large  part  held  by  small  operators  and  farmers  and  therefore  avail- 
able for  purchase.  As  a  result,  the  South  is  experiencing  a  tremendous 
expansion  of  industrial  facilities  for  products  manufactured  from  forest 
resources. 

Availability  of  pulpwood  is  the  basis  for  the  location  of  a  wide  range 
of  manufacturing  plants.  Included  in  this  study  are  producers  of  news- 
print, pulp,  paper,  paper  bags,  paperboard,  and  insulating  board.  The 
process  for  manufacturing  all  of  these  products  (except  paper  bags)  in- 
volves such  large-scale  weight  losses  that  the  transport  cost  penalty 
would  be  prohibitive  if  the  plants  were  not  located  close  to  the  source 
of  materials.  One  company  stated  that  there  was  a  60  percent  weight 
loss  in  transforming  wood  into  pulpwood  and  into  insulation  board. 
On  the  other  hand,  plants  which  manufacture  finished  paper  prod- 
ucts from  intermediate  materials,  e.g.,  cardboard  containers  and  en- 
velope manufacturers,  have  small  weight  losses  and  are  oriented  to  the 
market. 

In  the  pulp  and  paper  industry  new  plants  have  been  located  or  exist- 
ing plants  expanded  in  Alabama,  Arkansas,  Florida,  Georgia,  Mississippi, 
South  Carolina,  Tennessee,  and  Texas.  The  general  area  for  the  location 
of  a  mill  is  determined  by  the  supply  of  pulpwood.  With  the  trend 
toward  large  integrated  mills  involving  millions  of  dollars  worth  of 
plant  investment,  it  is  essential  that  the  investment  in  a  particular  loca- 
tion be  safeguarded  by  the  ownership  of  sufficient  timber  reserves  to 
cover  a  large  share  of  normal  requirements.  For  example,  one  company 
acquired  a  block  of  about  one  million  acres  of  pine  in  Georgia  before  lo- 
cating a  new  plant  in  the  area.  The  general  pattern  is  to  own  enough 
forest  land  to  supply  about  half  of  the  requirements  and  to  buy  the  re- 
mainder in  the  open  market.  Naturally,  companies  want  to  be  in  an  area 
where  their  purchase  requirements  are  not  a  big  factor  in  the  open  mar- 
ket. Not  only  must  an  adequate  supply  of  pulpwood  be  available  but  it 
must  be  available  within  a  limited  area.  One  concern  stated  that  the  de- 
sired supply  of  pulpwood  should  be  within  a  distance  of  50  miles  from 
the  plant. 

Some  of  the  companies  have  foresters  within  their  own  organization 
who  survey  sources  of  materials;  and  other  companies  depend  on  out- 
side consultants.  In  one  case  a  company  decided  upon  the  general  area 
for  its  new  plant  by  employing  two  different  foresters  to  make  inde- 
pendent surveys.  The  first  made  a  fifteen  month  field  study  of  the  entire 
South  and  recommended  two  possible  areas.  The  second  made  an  eight 
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month  study  of  these  two  areas.  One  area  was  more  desirable  because  it 
was  closer  to  the  market  to  be  supplied  and  because  it  would  permit  the 
use  of  less  expensive  water  transportation.  Yet,  the  preferred  area  finally 
had  to  be  eliminated  because  the  plant  requirements  amounted  to  80 
percent  of  the  going  supply  of  pulpwood  in  the  area  and  because  the 
supply  of  the  dominant  variety  of  tree  could  not  be  controlled  or  in- 
creased. 

The  economic  range  depends  on  the  availability  of  water  transporta- 
tion and  on  whether  the  wood  is  to  be  hauled  in  by  one  or  more  rail 
lines.  An  official  of  one  company  made  a  study  comparing  a  location  se- 
lected by  his  company  with  that  where  a  competitor  was  operating  and 
concluded  that  the  competitor's  plant  was  suffering  a  penalty  of  $250,000 
per  year  because  of  the  wide  area  which  had  to  be  tapped,  partly  by 
multiple  rail  routes,  in  order  to  obtain  pulpwood. 

Requirements  for  the  specific  location  of  a  pulp  and  paper  plant 
within  the  satisfactory  zone  are  a  large  water  supply,  waste  disposal 
facilities,  transportation  facilities  for  receiving  raw  materials  and  ship- 
ping finished  products,  labor  supply,  attractiveness  of  the  community  as 
a  place  to  live,  and  the  receptiveness  of  the  local  population.  The  new 
Southern  Paperboard  Company  plant  at  Port  Wentworth,  Georgia,  re- 
quires ten  million  gallons  of  water  daily.  The  location  of  this  mill  in  the 
Savannah  area  was  therefore  made  contingent  upon  the  building  of  a 
new  industrial  water  plant  large  enough  to  supply  the  new  plant.  The 
water  transportation  facilities  at  Port  Wentworth  were  important  to  the 
new  plant  because  they  made  it  possible  to  ship  about  half  of  the  output 
to  eastern  consumers  at  a  lower  cost  than  by  rail.  The  new  Johns-Man- 
ville  insulation  board  plant  at  Natchez,  Mississippi,  encountered  a  waste 
disposal  problem  which  was  solved  by  an  official  clarification  of  the  state 
stream  pollution  laws.  Community  considerations  were  important  to 
the  Armstrong  Cork  Company  in  establishing  their  new  insulation 
board  plant  at  Macon,  Georgia. 


4.  Mineral  Products 

Industrial  expansion  in  the  Soufh  based  on  mineral  resources,  al- 
though not  proceeding  on  the  scale  of  the  wartime  metal  expansions, 
has  still  been  part  of  the  postwar  picture.  Several  new  plants  are  in- 
volved— for  example,  glass  manufacturing  in  Oklahoma  based  on  the 
local  high  quality  sands  and  on  natural  gas,  a  roofing  granule  plant  in 
Arkansas  to  grind  nepheline  syenite,  sulphur  mining  plants  in  Texas, 
and  phosphorus  plants  in  Tennessee  and  Florida. 
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In  the  case  of  sulphur,  the  location  of  a  commercial  deposit  of  the 
mineral  determines  the  location  of  the  sulphur  mining  plant.  Other  fac- 
tors enter  into  the  development  and  the  size  and  nature  of  operations. 
For  example,  the  Texas  Gulf  Sulphur  Company,  which  began  building 
a  new  sulphur  plant  in  1947  near  Liberty,  Texas,  explained  the  problem 
as  follows:  'The  location  of  a  sulphur  mining  plant  is  wholly  condi- 
tioned by  the  geological  occurrence  of  the  mineral  which  in  this  instance 
was  located  at  Moss  Bluff  Dome.  The  decision  as  to  the  development  of 
such  a  dome  is  of  course  predicated  upon  its  discovery  and  exploration 
as  indicating  the  possibilities  of  a  commercial  deposit,  while  the  time  of 
such  operations  is  determined  by  consideration  of  the  general  economic 
situation  as  it  might  affect  the  sulphur  industry  and  the  apparent  capa- 
bilities of  the  Frasch  process  being  applicable  to  the  deposit;  further, 
the  legal  obligations  which  exist  with  reference  to  the  properties  relative 
to  their  development  must  also  be  considered." 

Production  of  phosphorus  requires  a  somewhat  more  complex  loca- 
tion decision.  The  two  largest  commercial  producers  of  phosphorus, 
Monsanto  Chemical  Company  and  the  Victor  Chemical  Works,  have 
both  increased  their  production  facilities  since  the  end  of  the  war.  Both 
companies  expanded  existing  plants  in  Tennessee,  and  Victor  Chemical 
in  1946  also  selected  a  location  near  Tarpon  Springs,  Florida,  for  a  new 
two  million  dollar  plant. 

The  importance  of  access  to  the  market  as  a  factor  in  deciding  among 
the  three  well-known  phosphate  rock  deposits  has  already  been  men- 
tioned. The  Tennessee  deposits  are  closest  to  the  market  and  a  large 
supply  of  electric  power  and  coke,  which  is  required  for  the  production 
of  phosphorus,  is  readily  available  in  that  area.  The  reserves  are  com- 
paratively small,  however,  and  are  being  steadily  used  up.  The  choice  of 
the  area  for  the  new  plant  by  Victor  was  therefore  between  the  western 
deposits  in  the  states  of  Montana,  Idaho,  Utah,  and  Wyoming,  and  the 
Florida  deposits.  The  western  reserves  are  the  largest  but  have  the  disad- 
vantage of  distance  from  the  market  and  higher-cost  electric  power  and 
coke.  Consequently,  the  Florida  area  was  selected  for  the  new  plant. 
Electric  power  will  be  more  expensive  in  Florida  than  at  the  old  plants 
in  the  TVA  area,  but  because  Florida  has  a  large  power  surplus,  except  at 
times  during  the  peak  winter  vacation  period,  it  was  possible  to  work 
out  a  satisfactory  arrangement  with  the  power  company.  As  noted  previ- 
ously, the  manufacturing  plant  has  to  be  at  or  near  the  phosphate  rock 
deposits  because  of  the  mass  of  rock  required  per  ton  of  phosphorus. 
Tidewater  and  rail  transportation  facilities  were  other  requirements 
which  helped  fix  the  location. 


5.  Natural  Gas 

Natural  gas  has  been  so  abundant  and  its  uses  so  limited  in  the 
southwestern  oil  fields  that  billions  of  cubic  feet  have  been  annually 
blown  into  the  air  without  being  utilized  in  any  way.  During  and  since 
the  war,  however,  an  increased  price  has  encouraged  utilization.  More- 
over, extensive  research  by  uncovering  additional  applications  has  en- 
couraged better  use.  Many  large  scale  chemical  plants  have  in  recent 
years  been  constructed  in  or  near  the  oil  and  gas  fields  in  order  to  take 
advantage  of  the  availability  and  low  cost  of  natural  gas. 

Two  sizable  new  operations  tied  to  natural  gas  supplies  are  a  plant 
for  nylon  "salt"  and  other  chemicals  at  Orange,  Texas,  and  a  livestock 
remedy  and  agricultural  chemicals  plant  at  La  Porte,  Texas,  near  Hous- 
ton— both  postwar  expansions  of  E.  I.  du  Pont  de  Nemours  &  Com- 
pany. 

The  new  Sabine  River  Works  of  du  Pont,  near  Orange,  Texas,  pro- 
vides more  basic  materials  for  the  expanded  nylon  yarn  production  at 
Chattanooga,  Tennessee,  and  Martinsville,  Virginia;  adds  capacity  for 
the  output  of  polythene,  an  outstanding  plastic  in  the  fields  of  electrical 
insulation  and  molded  articles;  and  produces  methanol,  a  basic  in- 
dustrial chemical. 

Nylon  "salt"  is  the  name  given  to  the  chemical  intermediate  which 
is  used  in  making  nylon  yarn.  Nylon  has  been  popularly  described  as 
being  produced  from  coal,  air,  and  water,  and  du  Pont  produces  much 
of  its  nylon  "salt"  at  a  West  Virginia  plant  located  in  the  coal  fields.  As 
coal  has  increased  in  price  during  recent  years  there  has  been  a  strong 
incentive  to  substitute  gas  as  a  basic  material.  And  it  has  been  possible 
to  develop  a  new  process  whereby  this  can  be  done.  Nylon  "salt"  is  now 
being  produced  more  economically  with  gas  as  the  main  raw  material. 
Construction  costs  were  somewhat  less  in  Texas  because  of  the  mild 
climate.  Moreover,  production  costs  have  been  further  reduced  because 
gas  can  be  used  for  generating  power  instead  of  coal,  thus  obviating  the 
need  for  expensive  coal  handling  equipment.  Two  of  the  important 
production  requirements  which  influenced  the  specific  location  were 
labor  and  water  supply.  The  first  unit  of  the  works,  which  was  com- 
pleted in  1947,  will  ultimately  require  about  1,000  employees.  The  plant 
site  selected  was  far  enough  up  the  Sabine  River  to  get  fresh  water. 

The  Houston  Works  at  La  Porte  began  operation  in  1947  and  is  man- 
ufacturing acetic  anhydride  and  new  products  for  control  of  animal  para- 
sites; for  protection  of  a  wide  variety  of  fruits,  vegetables,  and  other 
crops  against  attack  by  fungus  diseases;  for  disinfecting  seed;  and  for 
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control  of  fungi  attacking  golf  and  lawn  turfs.  The  plant  is  based  on  us- 
ing the  off  gases,  propanes,  and  natural  gases  of  the  Texas  oil  fields  and 
other  raw  materials.  The  specific  location  was  largely  influenced  by  the 
availability  of  a  local  shipyard  on  the  ship  canal  as  a  site  for  the  plant. 
One  of  the  big  factors  in  placing  the  plant  was  nearness  to  extensive 
livestock  areas. 

6.  Petroleum 

refining — Petroleum  refineries  may  be  either  material  or  market  ori- 
ented. In  the  refining  process  the  crude  oil  is  almost  fully  converted  to 
marketable  products.  Consequently,  there  is  only  a  minor  pull  toward 
the  source  of  materials  as  a  result  of  weight  loss.  The  cost  of  transporting 
the  crude  is  about  the  same  as  the  cost  of  carrying  the  refined  products, 
so  that  when  all  the  output  of  a  refinery  is  going  to  the  same  market 
area  there  are  no  transport  losses  from  locating  at  the  market.  In  fact, 
refineries  have  often  been  established  close  to  concentrated  market  areas 
whenever  demands  support  a  plant  of  economic  size.  Advantages  of  re- 
fining at  the  market  are  ability  to  get  oil  from  several  fields  and  greater 
flexibility  in  adjusting  the  range  of  products  to  shifts  in  demand.  The  re- 
fineries in  the  Chicago  area  supplied  via  pipe  line  from  the  mid-conti- 
nent fields  of  Oklahoma  and  Kansas  illustrate  the  inland  market  type  of 
plant,  whereas  the  refineries  at  Atlantic  ports  normally  serviced  by  tank- 
ers operating  from  the  Gulf  and  in  part  from  foreign  countries  com- 
prise the  seaboard  market  type. 

Refineries  which  are  based  near  crude  supplies  are  also  of  two  types — 
inland  and  seaboard.  The  inland  refineries  generally  rely  on  pipe  lines 
or  railroad  tank  cars  to  market  output.  A  greater  variety  of  products  can 
be  transported  through  the  pipe  line  than  was  once  supposed,  because 
there  is  little  blending  between  the  "slugs"  of  various  products  immedi- 
ately in  contact  with  each  other,  if  they  are  of  about  the  same  density. 
Locating  a  refinery  right  in  the  field  is  not  desirable  because  reserves 
may  run  out  and  leave  the  refinery  without  crude. 

Location  at  tidewater  near  several  producing  fields,  on  the  other  hand, 
is  usually  desirable.  The  Gulf  Coast  plants  fall  in  this  category.  Accessi- 
bility to  water  transportation  makes  it  possible  to  ship  finished  products 
to  any  eastern  seaboard  market  in  an  economical  manner.  Moreover 
backhaul  can  be  avoided  in  supplying  different  products  to  dispersed 
markets.  Other  savings  consist  of  lower  land  taxes,  labor  costs,  and 
building  costs  than  would  be  met  in  a  metropolitan  market  district. 
Furthermore,  the  size  of  the  refinery  is  not  limited  by  the  demand  of 
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one  market  and  all  of  the  economies  of  the.  larger  installations  can  be 
achieved,  particularly  if  located  near  a  source  of  cheap  fuel  such  as 
natural  gas. 

The  Cities  Service  Company  refinery  completed  in  the  spring  of  1945 
at  Lake  Charles,  Louisiana,  is  a  recent  example  of  a  large  seaboard  plant 
near  the  producing  fields  of  Texas  and  Louisiana.  It  is  also  close  to  the 
large  offshore  reserves  of  the  Continental  Shelf. 

The  specific  site  at  Lake  Charles  was  selected  because  of  the  excellent 
incoming  and  outgoing  transportation  facilities,  the  local  availability  of 
large  quantities  of  fresh  water,  the  good  foundation  conditions  for  the 
heavy  plant  equipment,  and  because  the  state  repealed  the  processing 
tax  initiated  in  Louisiana  by  the  Huey  Long  administration.  This  tax 
was  an  important  disadvantage  of  the  location  in  Louisiana.  The  com- 
pany was  also  granted  a  short-term  exemption  from  the  parish  property 
taxes.  This  plant  employs  approximately  2,000  workers. 

Transportation  facilities  are  outstanding.  There  are  excellent  pipe 
line  facilities  for  incoming  crude  and  for  outgoing  products.  The  plant 
has  access  to  the  intercoastal  canal  and  to  the  channel  to  the  Gulf. 
Water  shipments,  according  to  the  company,  are  as  economical  as  pipe 
transportation  if  the  fixed  charges  on  the  pipe  line  are  normal.  Water 
supply  is  exceedingly  important  because  the  refinery,  which  in  1947  was 
running  well  over  100,000  barrels  per  day,  uses  300,000  gallons  of  con- 
denser water  per  minute  as  well  as  large  amounts  for  boiler  purposes. 

lubricating  oil — The  attraction  of  a  source  of  intermediate  materials 
is  illustrated  by  the  decision  of  the  Cities  Service  Company  and  the 
Continental  Oil  Company  to  join  in  the  formation  of  a  new  concern, 
known  as  the  Cit-Con  Corporation,  to  build  and  operate  the  largest 
plant  in  the  United  States  for  the  manufacture  of  solvent  refined  lubri- 
cating oil.  The  plant  is  estimated  to  cost  thirty  million  dollars  and  will 
employ  600  workers.  The  location  selected  was  a  site  adjacent  to  the 
basic  refineries  of  both  parent  companies  at  Lake  Charles,  Louisiana. 
Locating  at  the  source  of  materials  will  result  in  economies  by  piping  the 
materials  to  the  lubricating  plant  and  by  returning  the  residues  to  the 
basic  refineries  for  further  processing.  This  integration  of  operations  will 
also  permit  substantial  savings  in  making  fuel  and  power  available  from 
the  refineries.  The  advantages  of  excellent  transportation  facilities  to  the 
East  Coast,  to  foreign  markets,  and  to  the  Midwest  via  the  Mississippi 
River  are  the  same  as  for  the  basic  refinery  already  mentioned. 
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SIX 

Southern  Labor 


S  A  FACTOR  in  location,  laborjbas  been  less  important  than  ma- 
terials and  markets  during  the  postwar  period  in  attracting  new  in- 
dustry to  the  South.  Furthermore,  where  labor  has  been  the  primary 
factor  in  locating  new  plants,  more  emphasis  has  been  placed  on 
availability  and  on  labor  attitudes  than  on  wage  rates. 


Labor  as  a  Location  Factor 


Because  labor  is  relatively  immobile,  geographical  differences  persist 
in  the  supply  of  labor,  in  wage  rates,  and  in  the  attitudes  of  workers.  As 
a  result,  there  often  are  important  locational  advantages  to  be  achieved 
in  satisfying  the  labor  requirements  of  a  new  plant. 

The  mobility  of  labor  can  fluctuate  greatly.  During  World  War  II, 
with  strong  labor  controls  and  a  program  for  providing  workers  with 
housing  and  other  basic  needs  at  new  locations,  it  was  possible  to  bring 
workers  from  outside  areas  to  staff  a  new  plant  in  a  congested  area.  In 
the  postwar  period,  however,  there  appears  to  have  been  less  movement 
of  workers.  Labor  controls  have  been  eliminated,  and  voluntary  migra- 
tion has  been  restricted  by  the  critical  housing  shortage. 

With  new  high  production  levels  and  consequent  high  levels  of  em- 
ployment since  the  war,  the  necessary  supply  of  labor  for  new  plants  has 
been  difficult  to  secure  in  most  of  the  highly  industrialized  centers.  A 
news  story  in  the  New  York  Journal  oi  Commerce  (July  23,  1947) 
headed  "Labor  Dislocation  Felt  in  Michigan"  illustrates  the  problem  of 
labor  supply  in  a  near  full  employment  period. 

"Grand  Rapids  heads  the  list  of  Michigan  cities  whose  industries  have 
outgrown  their  manpower  resources.  Furniture,  machinery,  paint,  metal  and 
woodworking  plants  are  engaged  in  lively  competition  for  the  limited  supplv 
of  labor. 
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Display  advertisements  in  the  local  press  are,  used  to  lure  workers  from 
their  present  jobs,  promising  paid  vacations  and  better  working  conditions, 
steadier  employment  and  higher  earnings  than  those  offered  by  rivals. 

Inspection  of  plants  and  working  conditions  is  invited  of  prospective  em- 
ployees, and  one  company  enjoyed  considerable  recruiting  success  from  a 
well-advertised  open  house  staged  at  its  plant  to  display  its  advantageous 
working  conditions. 

The  result  of  these  efforts  has  been  a  soaring  rate  of  labor  turnover, 
amounting  to  about  10  percent  per  month  of  the  total  number  of  employees 
in  the  city. 

Little  hope  of  relief  can  be  expected  from  an  influx  of  new  workers,  for 
the  city's  housing  is  already  pressed  to  capacity." 

Another  important  by-product  of  the  postwar  period  has  been  the 
emphasis  on  industrial  peace.  Companies  have  been  concerned  not  only 
about  strikes  in  their  own  plants,  but  about  the  sympathetic  disturbances 
which  result  from  the  labor  troubles  of  other  companies  in  the  same 
area.  The  strikes  after  V-J  Day  influenced  some  companies  to  carry  out 
their  expansion  by  building  plants  in  new  locations  in  order  to  diversify 
the  risk  of  being  completely  closed  down  by  strikes. 

Although  labor  costs  are  usually  identified  in  the  popular  mind  with 
wage  rates,  labor  supply  limitations  and  labor  disturbances  also  affect 
labor  costs.  The  passage  of  a  minimum  wage  law  before  the  war  and 
the  recent  active  campaign  in  many  quarters  for  an  increase  in  the  min- 
imum wage  have  impressed  some  industrialists  with  the  fact  that  geo- 
graphical wage  differentials  for  certain  unskilled  work  can  disappear  by 
legislative  fiat.  Furthermore,  under  peak  employment  conditions,  wage 
differentials  between  the  North  and  the  South  have  been  reduced  or 
largely  eliminated  in  a  number  of  industrial  operations  since  the  prewar 
period.  Thus,  while  the  prospect  of  saving  in  labor  costs  through  taking 
advantage  of  geographical  wage  differentials  has  been  diminishing,  there 
has  been  increased  concern  about  achievingjabor  savings  through  loca- 
tion, where  the  supply  of  labor  is  adequate  to  reduce  costly  turnover,  to 
reduce  competition  for  workers  which  bids  up  wages,  and  to  provide 
some  assurance  that  the  plant  will  be  able  to  secure  a  satisfactory  pro- 
portion of  the  more  efficient  workers,  and  also  where  labor  relations  are 
likely  to  be  comparatively  peaceful. 

1 .  Labor  as  a  Primary  Factor 

Whenever  plant  location  has  been  determined  primarily  by  labor  con- 
siderations, the  attraction  of  the  South  has  usually  been  a  combination 
of  adequate  labor  supply,  low  labor  costs,  and  favorable  attitudes  of 
workers.  These  will  be  discussed  in  turn. 
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labor  supply — The  South,  characterized  by  the  highest  birth  rate  in 
the  nation,  has  continued  to  have  a  labor  surplus  despite  the  large-scale 
outward  migration  and  the  accelerated  trend  toward  industrialization  in 
recent  years.  The  curtailment  of  war  plants  in  some  of  the  larger  south- 
ern cities  left  valuable  groups  of  trained  workers.  In  addition,  the  rural 
areas,  with  their  underemployment  and  increasing  displacement  of  farm 
labor  by  mechanization  of  agriculture,  have  been  Meccas  for  companies 
willing  to  train  their  own  workers  and  anxious  to  pay  lower  wages.  It  is 
not  surprising,  therefore,  that  under  conditions  of  labor  shortages  in 
numerous  areas,  many  companies  have  investigated  the  South  as  a  loca- 
tion for  a  new  plant. 

Labor  supply  is  not  simply  a  matter  of  numbers  but  also  of  sex,  race, 
vage,. and  skills.  The  group  of  machinery  plants  employs  mainly  men  but 
the  shoe,  apparel,  and  textile  plants  require  a  predominance  of  female 
labor.  Because  of  company  policy  or  as  a  concession  to  "local  custom," 
none  of  the  labor  oriented  plants  employs  Negroes.  Consequently,  in  se- 
lecting a  location,  only  the  segment  of  the  labor  force  which  will  be  em-  j 
ployed  is  considered  by  the  company. 

Another  aspect  of  labor  supply  is  the  skill  requirement.  Although  . 
some  of  the  new  plants  wanted  semiskilled  or  highly  skilled  workers,  the 
emphasis  on  securing  trained  workers  has  not  been  great.  In  the  first 
place,  the  high  level  of  employment  utilized  existing  skilled  labor  re- 
sources throughout  the  country.  Secondly,  the  great  advance  iiftraining 
techniques  which  occurred  during  the  war  has  made  it  possible  to  train 
green  workers  quickly.  A  frequent  practice  is  to  manufacture  staple 
goods  in  the  new  plants  and  upgrade  the  products  of  the  plant  as  the 
workers  acquire  experience.  Most  of  the  companies  expected  to  hire  un- 
trained labor  and  to  do  their  own  training,  although  in  some  cases  local 
schools  were  to  be  used. 

The  desirability  of  certain  types  of  work  in  relation  to  other  job  op- 
portunities in  the  same  area  is  also  an  important  labor  supply  problem. 
Many  companies  have  placed  great  stress  on  the  difficulty  of  securing 
workers  in  northern  areas,  particularly  for  work  in  the  textile  mills,  as 
compared  to  the  ease  of  attracting  employees  to  the  same  type  of  em- 
ployment in  the  South  where  job  opportunities  are  limited. 

One  way  in  which  a  number  of  companies  in  the  shoe,  textile,  and 
apparel  groups  thought  they  could  safeguard  their  labor  supply  was  by 
locating  in  a  small  town.  If  the  new  plant  provided  employment  for  most 
of  the  available  labor,  it  was  felt  that  other  factories  would  not  be  likely 
to  move  in  and  compete  for  the  labor. 

Although  state  labor  legislation  in  the  South  is  less  restrictive  than 
in  the  North  in  regard  to  hours  of  work,  child  labor,  and  standards  of 
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employment  generally,  none  of  the  material  and  market  oriented  plants 
and  only  one  of  the  labor  oriented  cases  were  attracted  by  more  lenient 
labor  laws.  One  textile  company  stated  that  its  decision  to  locate  a  new 
plant  in  the  South  was  in  part  influenced  by  the  fact  that  the  employ- 
ment of  women  for  longer  hours  was  permitted  in  the  new  southern 
plant.  In  its  New  England  operations,  the  company  felt  burdened  by  the 
state  laws  which  made  illegal  the  employment  of  women  after  6  p.m. 
since  the  labor  force  is  predominantly  female.  This  prohibition  in  the 
North  was  recently  liberalized,  but  the  company  complained  that  it  was 
still  necessary  to  secure  permission  from  the  state  in  order  to  employ 
women  on  the  night  shift. 

labor  costs — Geographical  wage  differentials  have  received  consider- 
able attention  in  government  publications  and  elsewhere *  and  will  not 
be  analyzed  in  this  report.  However,  there  are  several  significant  gen- 
eralizations about  wage  differentials  which  emerge  from  the  individual 
cases. 

(a)  Wage  differentials  between  large  and  small  towns  are  often  con- 
fused with  the  North-South  differential.  For  example,  the  shoe  com- 
panies in  the  St.  Louis  area  have  plants  in  St.  Louis  and  also  in  small 
towns.  These  small  town  plants  in  bpih  the  North  and  the  South  have 
about  the  same  wage  rates  but  a 'Significant  differential  exists  between 
the  small  town  group  and  the  metropolitan  plants. 

(b)  Wage  differentials  for  similar  sized  communities  in  both  the 
North  and  the  South  have  been  steadily  narrowing  since  before  the  war, 
and  in  some  industries  earnings  have  become  higher  in  the  South  than 
in  other  regions.  "In  pulp  mills,  average  hourly  earnings  in  New  England 
were  13  percent  below  the  Southern  average  as  of  October  1945."  2  Al- 
though the  small-large  town  wage  differential  is  generally  expected  to 
continue,  the  North-South  differential  is  expected  to  narrow  still  more 
and  probably  disappear.  In  any  event,  with  few  exceptions,  company  ex- 
ecutives pointed  out  that  they  could  not  justify  a  large  investment 
based  only  on  such  an  uncertain  matter  as  a  North-South  wage  differ- 
ential. 

(c)  Labor  costs  are  only  partially  determined  by  wage  rates.  During 
the  training  period,  unit  costs  invariably  run  high.  But  after  the  initial 
stage,  labor  productivity  will  be  of  prime  importance.  Labor  turnover, 
absenteeism,  and  continuity  of  operations,  of  course,  also  affect  labor 
costs.  These  latter  factors  have  been  found  to  operate  in  general  to  the 
advantage  of  the  companies  studied  which  located  branch  plants  in  the 
South. 

1  See  "Labor  in  the  South,"  Monthly  Labor  Review,  October  1946,  U.  S.  Depart- 
ment of  Labor;  also  "Southern  Wage  Differentials"  by  Richard  A.  Lester,  Southern 
Economic  Journal,  April  1947,  p.  386. 

2  Monthly  Labor  Review,  October  1946,  p.  515. 
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(d)  A  new  company  going  into  a  smaller  city  although  willing  to  pay 
higher  wages  than  those  prevailing  in  the  community  will  often  offer 
approximately  the  going  rate,  in  order  to  avoid  antagonizing  the  other 
local  manufacturers  and  creating  a  bad  reception  for  the  new  plant  in 
the  business  community.  In  fact,  the  general  rule  is  to  pay  only  enough 
more  than  the  prevailing  rates  to  attract  the  more  capable  local  la- 
borers. 

The  above  considerations  have  convinced  the  authors  that  even 
though  a  company  pays  a  lower  wage  in  the  South  than  in  the  North, 
that  fact  is  not  proof  that  the  location  decision  was  based  primarily  on 
"cheap"  labor. 

labor  attitudes  and  unionization — The  importance  of  favorable  la- 
bor attitudes  was  emphasized  by  most  producers,  particularly  those  with 
labor  oriented  plants.  A  history  of  cooperation  on  the  part  of  local  labor 
was  taken  by  prospective  manufacturers  to  indicate  a  willingness  to  learn 
new  processes  and  an  opportunity  for  the  management  and  labor  force 
of  a  new  plant  to  achieve  favorable  rates  of  productivity. 

With  respect  to  union  organization  of  workers  at  the  new  plant,  the 
attitude  of  the  industrialist  varied  considerably.  The  machinery  group, 
made  up  entirely  of  northern  companies,  expected  to  be  unionized  and 
their  expectations  were  confirmed.  Nevertheless,  every  one  of  these  com- 
panies thoroughly  investigated  the  community  history  of  management- 
labor  relations  before  making  a  location  decision.  One  company  said,  "It 
is  not  the  unions  we  worry  about  but  the  type  of  people  they  sometimes 
have  leading  them."  It  was  the  opinion  of  another  company  that  the 
unions  in  the  South  would  not  be  so  "radical"  as  in  the  North  and 
West. 

The  companies  locating  new  apparel,  shoe,  and  textile  plants  were  in- 
terested, on  the  whole,  in  staying  away  from  labor  unions.  Two  of  the 
companies  had  no  unions  in  any  of  their  plants.  The  president  of  one 
of  these  companies  said,  "We're  not  running  away  from  unions,  we're 
just  staying  away  from  them."  The  other  company  was  concerned  to  a 
lesser  extent  about  unions  because  it  felt  that  its  wage  and  employment 
policy  was  so  good  that  its  workers  would  not  be  interested  in  unions. 
Another  company  emphasized  that  the  workers  in  the  area  selected 
were  "loyal"  and  for  that  reason  unionism  had  not  made  substantial  in- 
roads. The  companies  with  unionized  plants  elsewhere  placed  less  stress 
on  avoiding  unions  than  did  other  companies. 

2.  Labor  as  a  Secondary  Factor 

Where  materials  or  markets  have  been  the  primary  reasons  for  new 
industry  developing  in  the  South,  labor  has  sometimes  played  an  im- 
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portant,  though  secondary  role  by  helping  to.  determine  the  specific  loca- 
tion within  a  satisfactory  area.  In  these  cases,  the  company  attitudes  to- 
ward low  wages  and  unions  have  been  strikingly  different  from  the  pre- 
vailing attitudes  in  the  labor  oriented  cases. 

In  the  majority  of  material  and  market  oriented  cases,  labor  supply 
was  not  a  matter  of  major  concern.  Either  labor  requirements  were 
small,  as  for  example  in  the  cheese  factories,  or  else  the  best  location 
within  the  general  area,  as  determined  by  transportation  facilities  or 
proximity  to  a  metropolitan  market,  was  a  large  city,  and  the  labor  re- 
quirements of  the  plant  were  not  enough  to  create  a  problem  in  a  large 
population  center. 

Some  of  the  important  market  based  plants,  such  as  those  making  rub- 
ber tires  and  electric  lamps,  did  require  large  labor  forces.  But  because 
the  plants  were  tied  to  a  widely  dispersed  market,  the  general  area  in- 
cluded several  specific  locations  which  could  easily  satisfy  the  labor  de- 
mands. 

Negroes  are  employed  in  many  of  the  market  and  material  oriented 
plants,  but  usually  on  less  skilled  work  and  rarely  on  the  same  jobs  as  the 
white  workers.  In  one  case  community  leaders  urged  that  the  new  plant 
establish  a  10  percent  quota  for  Negroes,  in  order  to  make  sure  that  the 
many  unemployed  whites  would  be  assured  of  jobs.  A  few  companies  like 
the  International  Harvester  Company  are  creating  important  job  oppor- 
tunities for  Negroes.  About  half  of  the  large  labor  force  at  its  new  Mem- 
phis plant  will  be  colored.  Many  of  the  companies  who  have  never  em- 
ployed Negroes  were  certain  that  such  an  employment  policy  would  be 
impractical.  On  the  other  hand,  the  companies  utilizing  Negro  labor 
have  been  satisfied  with  the  results. 
i^-  Among  the  market  and  material  based  plants,  wage  rates  and  North- 
South  wage  differentials  also  played  a  subordinate  part.  Where  labor 
costs  are  a  small  part  of  total  costs,  there  is  little  concern  about  wage 
rates.  But  here  again  the  almost  universal  feeling  was  that  wage  differ- 
entials would  gradually  disappear.  One  employer  said  that  the  only  long 
run  wage  savings  his  company  expected  were  the  differentials  between 
small  and  large  towns. 

In  a  number  of  cases,  the  companies  expected  to  pay  the  same  rates  in 
the  South  as  they  were  paying  in  the  North.  Ford  Motor  Company,  for 
example,  has  a  long  standing  policy  of  uniform  wages  in  all  plants.  Gen- 
eral Motors  also  has  standardized  wages  among  their  plants  as  a  result  of 
company-wide  collective  bargaining.  Soon  after  initial  operations,  the 
International  Harvester  Company  had  to  settle  a  strike  in  its  new  Louis- 
ville tractor  works  by  eliminating  wage  differentials  with  respect  to  other 
company  plants. 
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The  only  instance  in  which  wage  differentials  were  important  in  se- 
lecting the  specific  location  for  a  market  dominated  plant  was  that  of  an 
electric  lamp  plant  where  the  wage  saving  and  saving  in  cost  of  natural 
gas  were  considered  as  offsets  against  higher  transport  costs  to  the  mar- 
ket. 

The  question  of  unions  presents  the  greatest  contrast  between  the  la- 
bor oriented  plants  and  the  non-labor  (or  market  and  material)  oriented 
plants.  Without  exception,  there  was  little  concern  about  avoiding  un-  | 
It  ions  in  locating  the  non-labor  oriented  plants.  The  most  common  re- 
actions were  that  the  company  had  accepted  the  principle  of  collective 
bargaining,  or  that  there  was  little  chance  of  avoiding  unions,  even  if  the 
company  wanted  to,  because  of  the  large  size  of  the  plant  or  because  it 
had  to  be  located  in  a  metropolitan  center. 

The  labor  history  of  the  prospective  locations  was  investigated  by  the  I 
companies  in  all  cases  in  which  a  considerable  force  was  to  be  employed  jj 
in  the  new  plant.  And  in  some  cases,  the  labor  industry  of  the  com- 
munity was  used  as  a  basis  for  selecting  the  specific  location.  In  this  con- 
nection one  company  said  that  it  wanted  to  avoid  ''fanatical  attitudes." 
On  the  other  hand,  another  company  indicated  that  this  historical  ap- 
proach might  be  misleading.  For  example,  Herrin,  Illinois,  in  "bloody" 
Williamson  County,  has  a  past  full  of  bitter  labor  strife  and  therefore 
has  been  avoided  by  companies  looking  for  new  plant  locations.  Yet  the 
Norge  Division  of  Borg- Warner  recently  located  a  washing  machine 
plant  in  Herrin,  and  the  company  to  date  has  been  completely  satisfied 
with  the  labor  situation  in  the  area. 

In  one  interesting  case  the  company  selected  a  union  town  over  an 
anti-union  town.  The  management  explained  that  they  had  accepted 
collective  bargaining  in  their  northern  plant  and  were  well  satisfied. 
They  expected  their  new  southern  plant  to  be  organized  also  and  they 
did  not  want  to  be  caught  in  a  battle  between  union  and  strong  anti- 
union forces. 


3.  Labor  Pwductivity  in  the  South 

In  the  judgment  of  nearly  all  of  the  companies  covered  in  this  study, 
labor  productivity  in  the  South  is  equal  or  even  superior  to  that  in  the 
North.  Where  the  productivity  was  considered  to  be  higher,  it  was  at- 
tributed to  less  turnover,  less  absenteeism,  selection  of  a  better  part  of 
the  labor  supply  because  it  was  not  necessary  to  "scrape  the  bottom  of 
the  barrel,"  fewer  sympathetic  and  direct  labor  disturbances,  and  an 
eager  and  cooperative  attitude  on  the  part  of  the  workers.  One  machin- 
ery company  said  that  the  southern  workers  "right  out  of  the  moun- 
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tains"  were  producing  25  percent  more  on  highly  precise  work  than  em- 
ployees in  the  company's  northern  plant.  Another  company  allowed  for 
a  1 5  percent  lower  output  per  worker  when  they  first  established  a  south- 
ern plant,  but  in  six  months  the  southern  workers  were  up  to  the  ef- 
ficiency being  achieved  in  the  North  and  within  a  year  they  were  more 
productive.  The  company  added,  'They  stay  efficient  too." 

The  authors  wish  to  emphasize  that  labor  productivity  comparisons 
are  difficult  to  make,  because  of  differences  in  plant  facilities,  supervi- 
sion, size  of  operations,  and  other  factors.  Few  of  the  companies  had 
made  scientific  comparisons.  Probably  the  most  reasonable  conclusion 
agrees  with  the  judgment  of  one  of  the  big  rubber  companies  that  there 
is  little  difference  between  the  work  ability  of  people  in  different  areas. 
What  is  extremely  important,  though,  is  the  fact  that  although  most  of 
the  companies  requiring  highly  skilled  workers  were  skeptical  about  be- 
ing able  to  achieve  within  a  few  years  a  satisfactory  output  in  the  South, 
the  experience  has  been  that  the  workers  are  easily  trained  and  efficient. 

Most  of  the  machinery  companies  became  interested  in  the  South  be- 
cause of  critical  labor  shortages  elsewhere  or-iecaiise-Gf  the  advantages 
offered  by  available  government  sites  and  buildings.  They  were  all  con- 
cerned about  the  productivity  of  southern  labor  and  they  investigated 
the  problem  by  talking  to  other  manufacturers  in  the  prospective  loca- 
tions. After  receiving  favorable  reports  there  was  still  a  good  deal  of 
skepticism,  but  when  the  companies  were  able  to  judge  from  their  own 
experience  they  became  enthusiastic  about  productivity  in  the  South. 
Some  of  the  new  plants  requiring  fairly  high  skills  have  not  yet  had  time 
to  train  the  new  workers,  but  they  expect  to  achieve  as  high  efficiency 
in  the  South  as  in  the  North. 

Sample  opinions  on  comparative  labor  efficiency  which  are  representa- 
tive of  the  general  experience  of  manufacturers  going  into  the  South 
are: 

A  rubber  tire  plant:  "Productivity  is  just  as  good  if  not  better  in  our 
southern  plant.  That  plant  is  an  efficient  producer,  but  an  incalculable 
part  of  the  efficiency  is  a  result  of  the  more  modern  layout  and  facilities. 
Wage  rates  are  about  the  same  as  in  the  North  and  the  plant  is  union- 
ized." 

An  electric  lamp  plant:  "Although  we  originally  had  some  doubts 
about  labor  productivity  in  the  South,  our  experience  has  revealed  a 
high  efficiency  of  southern  labor  based  on  the  willingness  and  interest  of 
the  people  in  doing  their  job.  Wage  rates  are  about  15%  below  the 
rates  in  our  main  northern  plant." 

An  automotive  plant:  "In  most  cases,  labor  efficiency  in  our  southern 
plants  is  higher  than  in  our  northern  plants.  In  the  southern  plants  we 
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usually  secure  the  best  class  of  labor  because  of  our  high  wages  for  the 
area.  Labor  turnover  and  absenteeism  in  our  southern  plants  are  low. 
When  a  man  has  a  job  with  us  in  the  South  he  wants  to  keep  it  because 
there  aren't  many  other  jobs  as  good."  The  rate  of  labor  turnover  for 
the  southern  plants  of  this  concern  has  been  averaging  less  than  half  of 
that  for  the  plants  outside  the  South. 

An  insulating  board  plant:  "Of  all  our  company's  plants,  the  recent 
southern  unit  has  the  most  efficient  workers." 


Labor  Oriented  Plants 

The  new  plant  locations  in  the  South  classified  as  labor  oriented  are 
in  the  following  industries: 

Apparel  Shoes 

Machinery  Textiles 

It  should  be  noted  again,  however,  that  plants  within  the  same  broad 
industry  group  may  differ  greatly  in  type  of  operation  and  in  productive 
process,  and  consequently  in  terms  of  dominant  location  factors. 

1.  Apparel 

The  South  has  long  been  an  important  producer  of  the  coarser  and 
cheaper  items  of  apparel.  It  is  therefore  not  surprising  that  the  new  ap- 
parel plants  are  predominantly  of  that  type.  They  produce  such  staple 
items  as  overalls,  work  trousers,  work  shirts,  men's  regular  and  sport 
shirts,  and  medium-  or  low-priced  women's  apparel.  With  few  excep- 
tions, the  new  plants  are  small  in  terms  of  investment  and  employment, 
but  their  number  is  large  and  they  have  sprung  up  in  the  small  towns  of 
all  the  southern  states.  A  considerable  share  of  the  output  of  these  new 
factories  will  be  for  the  southern  market,  although  the  South  is  an  im- 
portant source  for  the  rest  of  the  country  of  most  of  the  types  of  apparel 
it  produces. 

All  the  clothing  plants  have  a  high  proportion  of  female  employees. 
Officials  of  Seamprufe,  Inc.,  explained  that  they  had  been  having  great 
difficulty  in  securing  additional  women  workers  in  their  two  Pennsyl- 
vania plants.  "We  would  hire  a  girl  and  train  her  for  three  months  and 
someone  would  try  to  take  her  away  from  us."  The  company  therefore 
decided  to  look  into  areas  outside  of  the  East  for  a  better  labor  situation 

[75] 


and  in  1947  selected  McAlester,  Oklahoma,  as  the  location  for  a  new 
women's  apparel  plant. 

All  of  the  apparel  plants  studied  were  located  in  small  towns  but  not 
always  for  the  same  reason.  Small  towns  were  preferred  not  only  on 
grounds  of  better  female  labor  supply,  but  because  wage  rates  are  usually 
lower  in  small  towns  and,  according  to  some  companies,  turnover  and 
absenteeism  are  less.  In  all  cases  the  companies  expected  to  train  their 
own  labor  so  that  the  problem  was  not  one  of  securing  skilled  workers. 
Cluett-Peabody  and  Company,  producer  of  Arrow  shirts,  has  plants  in 
both  the  North  and  South  and  pays  about  the  same  wage  rates  for  sim- 
ilar type  work  in  both  groups  of  plants.  Blue  Bell,  Inc.,  the  world's 
largest  producer  of  work  clothes,  has  plants  in  two  midwestern  states  as 
well  as  in  the  South.  The  company  president  said  that  there  was  little 
variation  in  wage  rates  between  the  company's  midwestern  and  southern 
plants.  In  its  McAlester  plant  Seamprufe  will  pay  piece  rates  somewhat 
less  than  rates  paid  in  a  larger  community  in  Pennsylvania  but  generally 
higher  than  local  rates.  The  one  apparel  company  particularly  interested 
in  low  wages  selected  a  location  in  a  small  town  in  the  deep  South, 
where  wage  rates  were  attractive  and  where  the  community  would  fur- 
nish a  factory  building. 

The  attitude  and  importance  of  labor  unions  varied  considerably 
among  the  apparel  companies.  One  company  did  not  have  unions  in  any 
of  its  plants  and  was  interested  in  avoiding  them.  Another  company  had 
unions  in  some  of  its  plants  and  commented  that  its  new  locations 
"weren't  at  a  disadvantage  from  the  standpoint  of  labor  unions."  The 
official  of  a  third  concern  explained  he  did  not  worry  about  labor  un- 
ions: "When  someone  else  gives  their  employees  something,  I  just  give 
them  a  little  more  and  we  never  have  any  union  problems.  Our  workers 
have  had  elections  and  have  never  voted  for  the  union  in  any  of  the 
plants."  The  minority  view  was  that  expressed  by  still  another  large 
apparel  firm  (Cluett-Peabody):  "Our  belief  is  that  organized  labor  has 
improved  the  welfare  of  all,  and  we  actively  support  organized  labor  by 
working  with  them  to  the  best  of  our  intelligence."  The  latter  company 
has  a  union  organization  in  all  of  its  plants,  including  a  number  of 
plants  in  the  South. 

Despite  labor  shortages  in  many  parts  of  the  country  in  1946-48,  all 
the  apparel  companies  were  able  to  find  several  southern  areas  of  satis- 
factory surplus  labor  supply  so  that  each  company  had  considerable 
choice  in  selecting  a  plant  location.  One  of  the  companies  made  a  com- 
prehensive mail  survey  of  a  large  number  of  locations.  The  other  com- 
panies acted  on  suggestions  by  customers,  suppliers,  or  community  rep- 
resentatives, and  kept  looking  until  they  found  a  satisfactory  location. 
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Usually  locations  were  preferred  which  were  accessible  to  company 
headquarters  or  to  other  company  plants. 

2.  Machinery  (including  automotive  parts) 

Foremost  on  the  South's  list  of  desirable  industries  for  a  balanced  in- 
dustrial structure  has  been  the  machinery  industry.  The  expansion  needs 
of  many  companies  in  this  industry  in  the  postwar  period  have  been  met 
by  locating  machinery  plants  in  the  South.  The  agricultural  machinery 
plants  attracted  to  the  South  by  market  considerations  have  already 
been  discussed.  There  are  a  number  of  other  cases,  however,  where 
transportation  costs  were  comparatively  small  and  where  labor  supply 
was  the  primary  locational  consideration. 

business  machines — The  steady  growth  during  the  past  15  years  in 
the  demand  for  the  adding,  calculating,  and  bookkeeping  machines 
produced  by  the  Monroe  Calculating  Machine  Company  has  resulted 
in  frequent  expansion  of  the  company's  plant  in  East  Orange,  New 
Jersey.  Another  increase  in  capacity  was  required  at  the  close  of  World 
War  II  at  which  time  the  company  decided  to  establish  a  new  plant  in 
another  area. 

Transport  costs  are  such  a  small  part  of  the  delivered  cost  of  the  fin- 
ished product  that  transport  savings  were  not  important  in  selecting  a 
site.  A  satisfactory  supply  of  labor  was  the  primary  location  requirement. 
Because  the  company  wanted  to  stay  out  of  highly  industrialized  areas,  a 
city  with  a  population  of  less  than  25,000  was  desired.  For  reasons  of 
management  convenience,  the  search  for  a  satisfactory  location  was 
centered  in  the  area  which  was  within  an  overnight  trip  by  rail  from  the 
old  location. 

A  list  was  compiled  of  about  50  possible  locations  in  eight  states — 
Maryland,  New  York,  North  Carolina,  Pennsylvania,  Tennessee,  Ver- 
mont, Virginia,  and  West  Virginia.  On  the  basis  of  information  gath- 
ered on  questionnaires  through  the  company's  sales  offices,  a  preliminary 
selection  of  12  cities  was  made.  This  list  was  reduced  to  three  lo- 
cations after  personal  visits  had  been  made  to  the  larger  group  of  cities 
by  company  officials  who  contacted  the  local  chambers  of  commerce, 
bankers,  manufacturers  and  others.  After  the  final  three  cities  were 
further  investigated  by  personal  visits,  Bristol,  Virginia-Tennessee,  was 
selected  from  that  group  as  the  location  for  a  $1,000,000  adding  ma- 
chine plant. 

The  new  plant  will  employ  between  750  and  1,000  persons,  about  75 
percent  male.  The  company  is  training  most  of  the  new  workers  and 
was  somewhat  influenced  in  its  decision  by  the  availability  of  training 
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facilities  in  local  schools.  Also  impressive  was.  the  local  history  of  good 
industry-labor  relationships. 

A  city  in  upper  New  York  State  was  the  second  choice  but  was  elim- 
inated in  favor  of  Bristol  because  the  labor  force  in  the  northern  loca- 
tion had  to  be  drawn  from  a  greater  distance  and  the  company  felt  that 
during  the  winter  period  in  the  "snow  belt/'  absenteeism  might  be  large. 

The  company  was  anxious  to  commence  production  quickly  and  the 
availability  of  temporary  quarters  in  Bristol  was  an  important  secondary 
consideration.  The  new  plant  site  is  large  and  has  extensive  recreation 
facilities. 

refrigerator  compressors — The  Norge  Division  of  the  Borg-Warner 
Corporation,  as  part  of  a  $6,000,000  postwar  expansion  program  es- 
tablished two  new  plants  in  southern  Illinois  and  one  at  Chattanooga, 
Tennessee.  The  labor  supply  in  the  Muskegon,  Michigan,  area,  where 
the  company's  original  plant  is  located,  was  inadequate  to  meet  the  re- 
quirements of  the  proposed  expansion.  Therefore  an  effort  was  made 
to  tap  the  greater  labor  supply  of  the  smaller  cities  and  at  the  same  time 
achieve  economies  of  product  specialization  by  manufacturing  one  prod- 
uct in  a  plant. 

The  company  probably  would  not  have  considered  a  southern  loca- 
tion but  for  the  availability  of  a  government-owned  plant  at  Chatta- 
nooga. The  attraction  of  the  plant  caused  the  company  to  investigate 
the  local  labor  market  and  eventually  to  select  the  location  and  purchase 
the  plant.  A  company  official  explained  that  the  selection  of  a  southern 
location  was  a  result  of  "growing  in  their  thinking." 

The  refrigerator  compressor  which  is  being  produced  in  the  new  plant 
requires  accuracies  of  1/1 0,000th  of  an  inch  and  greater.  Because  of  the 
need  for  developing  skilled  workmen,  the  manager  and  supervisor  of  the 
refrigerator  plant  personally  investigated  the  quality  of  available  labor 
in  the  area  before  the  final  decision  was  made.  After  talking  to  local 
manufacturers,  they  were  convinced  that  the  number  and  kind  of  work- 
ers needed  could  be  secured  and  that  quality  standards  could  be  main- 
tained. The  company  stated  that  the  300  workers  originally  employed — 
50  percent  are  women — have  been  performing  the  high  precision  work 
at  least  as  efficiently  as  the  workers  in  the  company's  northern  plant. 
The  Chattanooga  plant  is  organized  by  the  same  union  that  bargains  for 
the  Muskegon  workers;  the  company  said  that  unionization  played  no 
part  in  the  locational  decision. 

automotive  parts — The  Mechanics  Universal  Joint  Division  of 
Rockford,  Illinois,  is  another  unit  of  the  Borg-Warner  Corporation.  Se- 
lection of  Memphis,  Tennessee,  for  a  $2,500,000  automotive  parts  plant, 
however,  was  not  related  to  the  selection  of  a  southern  plant  by  the 
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Norge  Division  because  the  company  divisions  operate  independently. 
The  need  for  expansion  and  a  shortage  of  labor  in  the  Rockford  area 
caused  the  company  to  search  for  a  new  plant  location.  Transport  sav- 
ings were  not  important  as  compared  to  labor  needs,  so  the  company 
had  wide  freedom  of  locational  choice.  At  first,  a  location  was  sought 
near  the  old  plant.  One  of  the  local  railroads  was  contacted  and  its  in- 
dustrial development  department  suggested  Memphis  as  a  possible  loca- 
tion. In  Memphis,  the  labor  supply  situation  was  checked  by  talking 
with  officials  of  a  number  of  plants.  The  new  plant  employs  about  500 
men  and  productivity  has  been  satisfactory.  Prevailing  wage  rates  are 
somewhat  lower  in  Memphis  than  in  the  North.  An  important  second- 
ary consideration  was  the  low  cost  of  natural  gas.  This  will  permit  im- 
portant savings  because  the  company's  manufacturing  process  requires 
a  great  deal  of  heat  treating. 

3.  Shoes 

The  shoe  industry  in  the  South,  which  was  not  very  large  prior  to 
World  War  II,  has  been  greatly  expanded  in  the  postwar  period.  St. 
Louis  has  been  one  of  the  important  shoe  centers  in  the  United  States 
and  the  St.  Louis  shoe  companies  have  recently  established  a  number  of 
plants  in  Arkansas,  Kentucky,  and  Tennessee.  Arkansas,  for  example, 
did  not  have  a  single  shoe  factory  before  1945,  but  by  the  end  of  1948 
had  acquired  eleven  sizable  shoe  plants.  Nashville  is  the  center  of  an- 
other, but  smaller,  shoe  manufacturing  region,  within  which  several  new 
shoe  plants  have  also  been  established  since  the  war. 

Extension  of  the  shoe  industry  from  St.  Louis  into  the  South  by  the 
International  Shoe  Company  and  the  Brown  Shoe  Company  was  a  di- 
rect result  of  available  labor  supply.  Also  important  was  the  fact  that 
improvements  in  transportation,  particularly  highways,  made  it  possible 
to  integrate  new  southern  plants  with  St.  Louis  operations.  The  pattern 
of  manufacturing  emphasizes  accessibility  to  St.  Louis.  One  company 
sets  the  limit  for  new  locations  at  300  miles  from  that  city  and  the  other 
uses  the  overnight  trucking  distance.  As  a  rule,  the  desirable  plant  size 
is  small.  The  400  to  600  workers  required,  over  50  percent  women,  can 
be  easily  secured  in  small  towns  where  wages  are  lower  and  where  the 
communities  are  likely  to  render  financial  assistance.  The  work  is  not 
highly  skilled  and  the  United  Shoe  Machinery  Corporation  and  other 
companies  handle  the  training  of  employees  as  well  as  the  supplying  of 
the  machinery. 

The  shoe  companies  are  constantly  being  approached  by  mail  or  by 
delegations  from  aggressive  communities.  When  new  locations  are  de- 
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sired,  field  investigations  are  made  and  both  labor  supply  and  com- 
munity leadership  are  closely  checked.  One  company  said  that  the 
best  way  of  ascertaining  the  quantity  and  quality  of  available  labor  is  by 
examining  high  school  records.  In  the  new  plants,  the  starting  wages 
I  varying  in  1947  from  S2Yz  $  to  57!/2  $  per  hour  proved  high  enough  to  at- 
|  *  tract  excellent  labor.  Many  of  the  plants  of  both  International  and 
Brown  are  organized  by  labor  unions.  Wage  rates  are  fairly  standard  for 
all  country  plants  but  are  higher  in  metropolitan  plants. 

All  the  shoe  plants  investigated  received  substantial  financial  assist- 
ance from  communities  through  development  corporations  or  other 
forms  of  community  organizations.  As  a  result  of  the  keen  competition 
among  the  small  towns  for  new  plants  the  companies  for  many  years 
have  been  able  to  require  financial  assistance  from  the  communities.  For 
one  company  the  policy  is  for  the  community  to  build  the  plant  and 
lease  it  at  a  nominal  rental;  for  the  other  company  the  community  raises 
a  cash  contribution  of  about  $100,000  and  the  company  builds  the 
plant.  In  both  cases  the  companies  guarantee  a  minimum  annual  pay 
roll,  usually  for  about  ten  years.  One  company  said  that  the  professional 
men  and  businessmen  who  make  the  contribution  are  able  to  recoup 
their  outlay  in  a  few  years  out  of  the  additional  business  they  receive 
from  increased  community  income. 

The  companies  are  much  interested  in  the  leadership  of  the  com- 
munity and  one  of  the  tests  of  good  leadership  was  cited  as  "will  they 
raise  the  money  in  such  a  way  that  it  won't  kick  back."  Good  leadership 
was  able  to  raise  $80,000  in  a  town  of  1,400  and  the  surrounding  area, 
whereas  the  leadership  in  another  town  of  almost  4,000  had  difficulty  in 
raising  the  required  amount.  It  should  also  be  mentioned  that  con- 
struction costs  have  more  than  doubled  since  the  end  of  the  war  but  the 
shoe  companies  have  adhered  to  their  prewar  amounts  as  contributions 
for  new  plants. 

4.  Textile  Mill  Products 

In  the  past,  the  manufacturing  of  cotton  goods,  primarily  the  coarser 
intermediate  products,  has  been  the  most  important  type  of  textile  pro- 
duction in  the  South.  Yet  in  the  postwar  period,  there  has  been  only  a 
small  expansion  of  cotton  textile  facilities.  Rayon  and  other  synthetic 
yarn  industries,  on  the  other  hand,  have  been  tremendously  expanded, 
and  most  of  the  new  synthetic  yarn  plants  have  been  located  in  the 
South.  (Manufacture  of  rayon  and  synthetic  fibers  is  a  part  of  the  chem- 
ical industry,  discussed  in  the  chapter  on  market  oriented  plants.)  Since 
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the  end  of  the  war  there  have  also  been  significant  additions  to  the  small 
woolen  and  worsted  textile  industry  of  the  South. 

New  labor  oriented  plants  representative  of  the  following  types  of 
textile  manufacturing  have  been  included  in  this  study:  cotton  goods, 
throwing  mills,  and  woolen  and  worsted  manufactures. 

cotton  goods — The  outstanding  postwar  locational  development  in 
cotton  textile  manufacturing  has  been  the  continued  shift  of  activity 
out  of  the  Northeast  rather  than  an  overall  expansion  of  capacity.  The 
two  observed  movements  of  plant  facilities  were  by  Clark  Thread 
Company  from  New  Jersey  to  Georgia,  and  by  Textron,  Inc.,  from  New 
Hampshire  to  South  Carolina.  Generally  mentioned  as  the  primary  rea- 
son for  the  relocation  was  the  problem  of  labor  supply  in  the  old  areas. 

The  only  case  investigated  of  a  projected  finishing  plant  and  possible 
cotton  mill  was  that  of  the  Berkshire  Fine  Spinning  Associates  which 
purchased  several  parcels  of  land  near  Erwin  in  eastern  Tennessee  on  the 
Nolichucky  River  for  possible  industrial  expansion.  The  company  op- 
erates 14  plants  in  three  New  England  states,  and  this  is  the  first  time 
that  it  has  reached  outside  New  England.  The  company  specializes  in 
the  manufacture  of  fine-combed  cotton  textiles. 

Planning  for  the  new  plant  in  the  South  was  prompted,  according  to 
the  company,  by  the  difficulties  in  securing  additional  labor  for  their 
New  England  mills.  No  matter  what  steps  have  been  taken,  it  has  been 
very  difficult  to  secure  the  necessary  labor,  mostly  female.  In  searching 
for  a  satisfactory  community  the  concern  had  further  difficulties  in  se- 
curing a  plant  site  with  an  adequate  supply  of  industrially  suitable  water 
and  satisfactory  disposal  facilities.  A  consulting  firm  was  employed  to 
recommend  a  southern  location.  Erwin  was  selected  on  the  basis  of  la- 
bor surveys  which  indicated  a  satisfactory  situation  with  regard  to  ef- 
ficiency, availability,  and  worker  attitude.  The  local  labor  market  had 
not  been  "spoiled"  by  other  mills  and  there  will  not  be  any  competition 
with  other  employers  for  the  labor  supply.  In  addition,  the  site  is  within 
24-hour  delivery  time  to  more  than  half  the  nation's  population. 

throwing  mills — The  expansion  of  textile  throwing  facilities  is 
closely  related  to  the  growth  of  the  rayon  and  nylon  synthetic  yarn  in- 
dustry. In  fact,  throwing  is  simply  a  process  of  strengthening  the  syn- 
thetic yarns  by  twisting,  in  preparation  for  weaving  and  knitting.  Al- 
though some  of  the  textile  companies  do  their  own  throwing,  a  great 
deal  of  the  work  is  done  by  plants  specializing  in  this  service.  Some  of 
the  throwsters  buy  their  materials  and  sell  the  finished  product,  and 
others  operate  on  a  commission  basis  for  their  customers  who  supply 
the  raw  materials. 
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Included  in  this  study  are  two  new  throwing  plants — the  Duplan 
Corporation  plant  at  Winston-Salem,  North  Carolina,  and  the  Belding 
Hemingway  Company  mill  at  Morristown,  Tennessee.  Both  companies 
emphasized  the  minor  role  of  transport  costs  and  the  major  importance 
of  a  female  labor  supply. 

Without  seriously  considering  other  locations,  Duplan  selected  Win- 
ston-Salem because  the  company  was  satisfied  that  an  adequate  supply 
of  labor  could  be  secured  in  that  location.  Duplan  was  familiar  with  the 
city  because  it  already  had  a  satisfactory  operation  in  Winston-Salem. 
Particularly  attractive  was  the  possibility  of  minimizing  training  costs 
by  transferring  some  personnel  from  the  old  plant  and  by  training  others 
in  the  old  plant  while  the  new  facility  was  being  completed.  The  plant 
will  receive  most  of  its  incoming  materials  from  the  du  Pont  plant  at 
Martinsville,  Virginia,  and  ship  the  finished  products  to  nylon  hosiery 
mills  farther  south.  In  line  with  general  company  practice,  truck  trans- 
portation will  be  used  exclusively. 

The  Belding  Hemingway  Company  decided  upon  the  South  for  its 
new  plant  largely  as  a  result  of  the  satisfactory  experience  at  a  Bedford, 
Virginia,  plant  which  had  been  established  during  the  war.  Company 
officials  were  much  impressed  by  the  climate  within  50  or  60  miles  of 
the  Blue  Ridge  Mountains  as  contributing  to  labor  efficiency,  an  opinion 
shared  by  other  manufacturers  in  the  Virginia-Tennessee  area.  To  in- 
vestigate a  number  of  possible  locations,  the  vice  president  hired  a 
friend  to  travel  through  this  area.  The  choice  of  prospective  towns  was 
eventually  reduced  to  two.  Then  the  selection  was  made  in  favor  of 
Morristown,  because  the  other  location  was  becoming  crowded  with 
new  industry  and  because  the  city  officials  of  Morristown  were  co- 
operative. 

The  Morristown  plant  is  in  the  TVA  area  and  the  low  cost  of  power 
has  influenced  the  company  to  electrify  the  new  plant  completely.  It 
was  estimated  that  there  would  be  a  significant  annual  saving  in  elec- 
tricity costs  as  compared  to  other  possible  locations  outside  of  the  Ten- 
nessee Valley. 

woolen  and  worsted  manueactures — Expansion  of  the  woolen 
industry  in  the  South  since  the  end  of  World  War  II  has  probably  been 
the  most  significant  textile  development  in  that  region.  Deering,  Mil- 
liken,  and  Company  began  full  operation  in  1947  in  three  new  woolen 
mills  located  in  South  Carolina.  The  new  weaving,  spinning,  and  fin- 
ishing mills  will  provide  employment  for  over  1,200  people.  Another 
concern,  the  M.  T.  Stevens  Textile  Company,  during  1947  established  a 
new  $700,000  woolen  mill  in  Dublin,  Georgia,  and  at  the  same  time 
cut  its  operations  in  Rhode  Island.  In  the  same  year,  Pacific  Mills 
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placed  in  operation  a  new  $2,000,000  plant  at  Halifax,  Virginia,  and 
acquired  a  site  near  Brookneal,  Virginia,  for  further  expansion.  A  re- 
lated type  of  manufacturing  is  the  new  $1,250,000  carpet  yarn  mill 
established  by  the  Lees-Cochrane  Company  in  Glasgow,  Virginia. 

These  new  woolen  plants  represent  in  part  an  increase  in  productive 
capacity,  and  in  part  a  transfer  of  operations  out  of  New  England.  As 
long  as  the  demand  for  woolen  goods  remains  at  the  high  postwar  level, 
all  available  capacity  will  be  fully  utilized.  But  if  the  demand  eventually 
falls  off,  one  company  at  least  intends  to  curtail  or  close  out  some  of  its 
operations  in  the  North.  ,^ 

The  reasons  given  by  the  companies  interviewed  for  expanding  in  the 
South  were  all  related  to  labor  supply  and  labor  disturbances.  Their 
policy  of  decentralization  carries  out  the  desire  to  have  part  of  the 
company  operations  in  a  new  area  and  outside  of  large,  highly  industrial- 
ized districts.  Secondly,  the  establishment  of  new  facilities  in  small 
southern  towns  often  means  that  a  manufacturer  avoids  competition  for 
local  labor.  The  limited  employment  opportunities  in  most  of  the 
southern  areas  make  textile  mill  jobs  attractive,  whereas  there  is  great 
difficulty  in  securing  labor  for  textile  mills  in  northern  areas.  Other 
reasons  mentioned  were:  labor  savings  resulting  from  less  absenteeism, 
lower  turnover,  and  from  securing  a  better  class  of  labor  because  more 
labor  was  available;  freedom  from  outside  labor  influences  as  the  major 
factor  in  a  location;  and  freedom  from  state  labor  law  restrictions  on 
women  which  prevented  three-shift  operations  in  the  North.  Although 
none  of  the  companies  interviewed  in  the  textile  industry  had  accepted 
special  inducements  from  the  communities,  they  were  greatly  influenced 
by  the  attitude  of  state  and  local  officials.  One  official  said,  "The  south- 
ern states  are  more  receptive  and  are  glad  to  have  you." 
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SEVEN 
Transportation 


ALTHOUGH   transport   influences   have  entered   into   the  previous 
II    discussion  of  markets  and  materials,  the  subject  deserves  separate 
"H   consideration.  At  the  outset,  it  is  well  to  emphasize  that  wise  selec- 
/  I  tion  of  a  plant  location  requires  the  attainment  of  two  transporta- 
tion objectives — low  costs  and  satisfactory  service. 


Importance  of  Transportation 


Among  manufactured  products  the  proportion  of  total  delivery  costs 
accounted  for  by  transportation  varies  greatly.  For  comparatively  bulky 
articles,  especially  those  of  low  value,  transportation  costs  may  be  large 
in  comparison  with  the  costs  of  the  raw  materials  or  even  the  costs  of 
the  finished  articles  themselves.  For  example,  in  locating  its  asphalt  tile 
plant  at  Jackson,  Mississippi,  the  Armstrong  Cork  Company  was  trying 
to  minimize  the  sizable  expense  of  moving  a  low-cost  item  to  market. 
For  more  highly  processed  articles,  on  the  other  hand,  costs  of  trans- 
porting materials  into  the  plant  and  finished  goods  to  the  market  usually 
constitute  only  a  small  fraction  of  total  'costs.  Even  for  these  articles, 
however,  speed  of  transportation  and  regularity  of  service  may  be  of 
real  importance.  In  the  case  of  the  Monroe  Calculating  Machine  plant 
at  Bristol,  Virginia,  for  example,  there  is  no  significant  cost  handicap  to 
the  company  in  hauling  most  of  the  materials  and  supplies  from  the 
Northeast  to  Bristol  and  in  shipping  the  finished  calculators  back  to 
the  major  market  area  because  the  value  added  to  materials  in  the 
plant  is  the  major  share  of  the  sales  value;  but  the  time  requirement  and 
the  regularity  of  transportation  service  in  and  out  of  the  plant  were  im- 
portant factors  in  defining  a  favorable  location  zone. 

Whether  transportation  is  of  great  importance  in  a  location  problem 
sometimes  depends  upon  how  much  of  the  manufacturing  process  is 
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included  in  a  particular  plant.  In  a  highly  centralized  operation  where 
raw  materials  are  moved  through  several  stages  to  completion,  freight 
costs  may  be  much  less  significant  than  in  an  assembly  operation  where 
the  several  components  are  obtained  from  other  sources  and  merely  put 
together.  Thus,  transport  expenses  are  probably  of  less  weight  in  de- 
termining the  location  of  an  integrated  automobile  plant  such  as  the 
giant  units  in  southeast  Michigan  than  in  selecting  a  center  for  a  re- 
gional automobile  assembly  plant  to  which  finished  engines,  chassis,  and 
parts  are  shipped. 

Where  transportation  costs  are  of  major  significance  and  competition 
among  producers  is  active,  a  concern  will  try  to  minimize  these  costs 
by  locating  its  operations  where  the  total  costs  of  assembling  materials 
and  delivering  completed  products  are  at  a  minimum.  If  concerns  use 
different  sources  of  materials  and  aim  at  somewhat  different  markets, 
competition  may  be  less  direct  and  the  pressure  on  transport  costs 
somewhat  reduced.  Yet  transport  costs  must  be  kept  down  or  com- 
petitors will  widen  their  markets.  In  industries  where  there  is  little 
price  competition,  including  the  situation  where  the  product  can  be 
differentiated  in  one  way  or  another  from  similar  products,  the  concern 
may  locate  its  plants  primarily  with  respect  to  assembly  costs  and  handle 
the  problem  of  delivery  costs  by  adjusting  the  price  to  the  final  con- 
sumer. Or,  in  these  semi-competitive  industries,  there  may  be  less  pres- 
sure to  select  a  location  where  assembly  costs  are  at  a  minimum,  since 
the  company  does  not  face  possible  loss  of  sales  or  gross  revenue  by 
locating  in  a  city  more  convenient  to  the  management. 

As  already  indicated,  the  quality  and  dependability  of  transportation 
service  are  sometimes  of  greater  importance  in  the  location  of  a  plant 
than  the  achievement  of  the  lowest  possible  transportation  costs.  Many 
of  the  concerns  mentioned  that  the  location  of  plants  was  conditioned 
upon  the  availability  of  regular  shipments  within  certain  time  limits.  As 
indicated  in  the  previous  chapter,  several  of  the  textile  products  firms 
wished  to  be  within  a  short  delivery  time  of  the  New  York  City  market. 
Sometimes  location  in  a  city  with  several  shipping  schedules  per  day 
toward  markets  was  considered  a  prerequisite.  With  respect  to  the 
branch  plants  of  the  big  St.  Louis  shoe  companies,  location  had  to  be 
within  definite  trucking  or  rail  delivery  time  of  St.  Louis.  Time  was 
important  for  raw  materials  and  supplies  sent  out  from  St.  Louis,  as 
well  as  for  finished  shoes  brought  back  to  St.  Louis.  The  Brown  Com- 
pany loaded  its  truck  trailers  with  raw  materials  in  the  afternoon  for 
overnight  delivery  to  the  branch  plants,  and  the  shoes  were  returned 
to  the  St.  Louis  warehouses  the  morning  of  the  second  day.  In  such 
instances,  good  roads  and  reasonable  state  trucking  regulations  are  major 
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elements  in  determining  a  favorable  location  zone  around  the  home 
plant. 

By  and  large,  the  two  major  transportation  objectives  are  not  incon- 
sistent with  each  other.  In  most  instances,  transportation  costs  can  be 
minimized  and  satisfactory  service  obtained. 


Efforts  to  Minimize  Transportation  Costs 


All  plant  location  decisions  are  influenced  more  or  less  by  efforts  to 
keep  the  costs  of  transporting  materials  and  products  low.  Before  dis- 
cussing these  efforts  it  may  be  well  to  point  out  that  exceptional  situa- 
tions in  some  industries  may  have  a  modifying  influence. 

To  achieve  production  efficiency  in  other  respects,  the  pressure  on 
freight  costs  may  be  lessened.  For  example,  in  some  old  established 
industries,  particularly  those  which  are  not  highly  integrated,  a  new 
unit  may  be  located  so  that  it  can  share  in  the  external  economies  in 
existing  production  centers  rather  than  with  the  aim  of  cutting  trans- 
port costs.  New  metal  processing  plants,  for  example,  are  often  placed 
in  areas  where  the  industry  is  already  concentrated,  even  though  the 
sources  of  materials  or  the  market  may  have  shifted.  Within  such  an 
area,  the  new  plant  is  assured  of  some  external  economies,  especially 
with  respect  to  specialized  services,  and  also  of  a  satisfactory  competitive 
position  with  respect  to  other  local  producers.  Unless  transport  costs 
bulk  large  in  an  industry,  the  influence  of  new  materials  and  new  con- 
sumers may  not  affect,  for  some  time,  the  geographic  pattern  of  pro- 
duction. 

In  the  marketing  of  products,  transportation  from  the  plant  may  be 
at  the  customer's  responsibility  and  cost.  In  such  situations,  the  manu- 
facturer may  be  less  aware  of  the  bearing  of  these  costs  on  the  selection 
of  plant  location.  Some  producers  included  in  this  survey  in  fact  seemed 
to  overlook  this  point.  On  the  other  hand,  where  the  manufacturer  sells 
articles  on  a  delivered  basis  and  handles  the  freight  costs  himself,  a 
strong  motive  to  consider  these  costs  was  noticed.  The  Goodrich  loca- 
tion of  tire  plants  at  Miami,  Oklahoma,  and  Tuscaloosa,  Alabama,  and 
the  Johns-Manville  location  of  an  insulation  board  unit  at  Natchez, 
Mississippi,  are  cases  in  point. 

Opportunities  to  reduce  transport  costs  are  primarily  of  three  types — 
a  decrease  in  the  transportation  movement,  a -lowering  of  rates,  and  a 
j  saving  on  service. 
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1.  Decrease  in  Transportation  Movement 

In  locating  a  plant,  the  total  volume  of  freight  movement  can  be  re- 
duced by  holding  down  the  weight  and  volume  of  materials  and  goods 
and  by  cutting  the  length  of  haul. 

weight  or  volume — Whenever  a  great  reduction  in  weight  or  vol- 
ume occurs  during  the  manufacturing  process,  the  operation  will  usually 
be  carried  on  near  the  source  of  the  raw  material  in  order  to  reduce  the 
transport  burden.  Among  the  new  southern  industries  one  of  the  most 
common  examples  of  weight  reduction  is  in  the  making  of  pulp  from 
wood.  In  this  operation  there  is  a  reduction  in  weight  of  about  50-60 
percent  owing  to  the  water  and  lignum  content  of  the  wood.  Con- 
sequently, all  the  plants  covered  are  located  as  close  as  possible  to  the 
raw  material  supply  in  order  to  save  on  physical  movement  and  hence  on 
freight  costs.  Naturally,  a  plant  can  draw  on  supplies  from  a  greater  dis- 
tance where  water  transportation  for  raw  materials  is  available.  Inciden- 
tally, the  great  importance  of  assembly  costs  in  this  industry  has  stimu- 
lated the  selection  of  high  quality  wood  fiber  of  relatively  low  weight. 

Within  the  mineral  industry,  a  previously  cited  example  of  reduc- 
tion in  weight  in  processing  is  the  production  of  elemental  phosphorus. 
Since  ten  to  fifteen  tons  of  rock  are  needed  for  one  ton  of  phosphorus, 
the  processing  plant  must  be  located  at  or  near  the  mine  to  cut  down 
otherwise  high  costs  of  moving  the  material. 

For  agricultural  products,  weight  reduction  in  processing  is  common. 
The  most  numerous  cases  in  the  present  study  are  the  milk  processing 
plants.  Location  at  the  source  is  strengthened  where  the  processing  of 
farm  products  yields  by-products  which  can  be  used  locally.  Thus,  a 
favorable  market  for  the  by-products  of  meat  packing  and  corn  refining 
augments  the  pull  of  these  activities  to  agricultural  areas. 

Volume  of  movement,  in  terms  of  space  requirements,  on  the  other 
hand,  may  be  cut  by  location  near  the  market,  if  the  final  product  is 
of  a  space  filling  type.  Even  the  total  weight  movement  will  be  less 
when  the  plant  is  near  the  market  if  the  process  consists  of  adding 
quantities  of  generally  available  materials. 

Sometimes,  of  course,  a  heavy  weight  movement  is  profitable  if  the 
material  is  of  great  value  and  if  processing  requires  large  amounts  of 
fuel  or  other  materials  even  more  difficult  to  move.  Ferrous  and  non- 
ferrous  ore  movements  are  examples. 

distance — In  deciding  to  reach  part  of  its  market  by  establishing  a 
branch  plant,  a  concern  is  trying,  among  other  things,  to  reduce  the  dis- 
tance which  its  finished  goods  have  to  be  moved  to  reach  the  market. 
Whenever  the  local  demand  will  support  an  efficient  sized  plant,  there 
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is  an  opportunity  for  a  concern  to  cut  down  the  length  of  freight  haul 
by  location  within  the  area  if  the  industry  is  one  that  can  be  placed 
advantageously  at  the  market.  Development  of  an  assembly  plant  at  a 
southern  distribution  center  may  involve  a  reduction  in  the  total  move- 
ment. This  may  mean  a  lower  delivered  cost  on  the  final  product  than 
the  total  of  assembly  costs  at  an  old  production  center  in  the  North, 
plus  the  delivery  costs  on  the  finished  article  from  that  center.  Automo- 
biles are  an  example  in  point.  An  even  more  favorable  reduction  in 
the  transport  burden  applies  to  the  production  of  tires  and  tubes  in  the 
South.  Southern  locations  have  become  more  attractive  owing  to  the 
use  of  synthetic  rubber  which  can  be  obtained  in  the  Southwest  and 
to  the  southern  origins  of  most  carbon  black  and  tire  cord.  The  two 
new  Goodrich  plants  in  Oklahoma  and  Alabama  were  located  partly 
because  of  the  shorter  transportation  haul  on  synthetic  rubber.  Efforts 
to  cut  length  of  movement  to  the  market  may  also  apply  to  material 
based  industries,  whenever  the  required  resources  are  available  at  widely 
separated  sources,  from  which  different  parts  of  the  market  can  be 
served.  For  example,  a  plant  producing  forest  products  for  the  New 
York  area  would  save  in  transport  movement  by  using  pine  in  Virginia 
rather  than  pine  in  Mississippi. 

backhaul — Reducing  or  eliminating  backhaul  is  a  special  case  of 
cutting  down  on  freight  movements.  It  is  usually  another  means  of 
minimizing  transport  costs.  In  general,  the  least  total  transport  cost 
will  be  incurred  if  the  plant  is  located  on  the  shortest  transportation 
route  (in  terms  of  cost)  from  the  source  of  materials  to  the  market. 
For  example,  until  recently  a  midwestern  meat  packing  plant  was  im- 
porting cattle  from  the  Southwest  for  processing  and  then  shipping  the 
finished  products  back  into  the  southern  market  area.  The  cost  of  these 
products  obviously  included  a  great  deal  of  unnecessary  transportation. 
After  the  demand  in  the  southern  market  became  large  enough  to  sup- 
port an  economic  sized  plant,  the  company  established  a  local  plant 
thereby  eliminating  considerable  backhaul  expense  in  supplying  meat 
products  to  the  area. 

Another  method  of  reducing  backhaul  consists  in  placing  a  plant  at 
the  edge  of  a  large  market  area  nearest  to  the  source  of  materials.  In  this 
way,  delivering  the  finished  products  does  not  require  transport  expense 
for  moving  over  distance  already  covered  by  the  raw  materials.  For 
example,  the  International  Harvester  Company  located  a  new  plant 
at  Memphis,  Tennessee  to  manufacture  mechanical  cotton  pickers  for 
the  southern  market.  Memphis  was  preferred  to  a  location  farther  South 
because  it  was  in  line  from  the  Chicago  source  of  materials  and  leading 
into  the  market. 
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A  special  opportunity  to  avoid  backhaul  arises  from  location  at  a 
breaking  point  in  traffic,  especially  between  land  and  water  routes. 
Location  on  deep  water  was  considered  indispensable  to  the  operation 
of  several  companies  which  moved  bulky  raw  material  into  the  plant 
and  shipped  finished  products  by  water  to  markets  on  the  East  Coast 
or  abroad.  The  location  of  manufacturing  operations  at  the  breaking 
point  is  economical  in  that  it  eliminates  one  extra  handling  of  materials. 
Moreover,  it  has  the  further  advantage  of  eliminating  possible  back- 
haul on  products  whenever  plants  are  located  in  the  marketing  area 
for  the  main  product.  Thus,  from  Gulf  petroleum  refining  plants,  prod- 
ucts can  be  moved  to  a  number  of  different  markets  depending  on  the 
product  and  each  shipment  can  take  the  most  economical  route. 
Moreover,  if  there  is  an  important  local  demand  for  one  of  the  products, 
or  for  some  of  the  by-products,  location  on  the  Gulf  has  an  additional 
advantage  over  location  on  the  Atlantic  Coast.  Thus,  for  the  Corpus 
Christi  Corn  Products  plant,  there  is  easy  access  to  the  Texas  market  for 
feeds  and  for  dextrose.  If  there  is  likelihood  of  the  geographic  market 
pattern  for  a  company's  products  changing,  a  location  on  the  Gulf 
would  allow  an  adjustment  to  the  new  situation  more  easily  than  could 
be  made  from  a  plant  located  within  the  orginal  market  area. 

2.  Use  of  Lower  Rates 

REDUCED     MOVEMENT     OF     MORE     EXPENSIVE     COMMODITIES Another 

means  of  reducing  transport  costs  is  by  taking  advantage  of  customary 
rate  differentials.  In  most  industries  the  transportation  costs  on  finished 
products  are  higher  than  those  on  raw  materials.  These  higher  rates 
result  mainly  from  the  increased  value  of  the  product  per  unit  of  weight, 
an  increase  in  space  required  per  unit  of  weight,  or  an  increase  in  fra- 
gility. Under  such  circumstances,  the  plant  is  pulled  toward  the  center 
of  the  market;  or  if  most  of  the  materials  come  from  one  direction,  the 
balance  of  the  forces  so  far  as  transportation  is  concerned  is  likely  to  be 
between  sources  of  materials  and  the  center  of  the  market. 

In  the  production  of  automobiles,  there  is  a  great  freight  saving  in 
establishing  branch  assembly  plants  in  a  region  whenever  the  market 
is  large  enough.  The  pricing  policy  of  the  industry,  that  is  to  sell  cars 
f.o.b.  Detroit,  undoubtedly  encourages  decentralization,  particularly  be- 
cause there  is  a  significant  freight  saving  in  shipping  packaged  parts 
over  shipping  the  finished  automobiles.  These  freight  savings,  of  course, 
influenced  the  location  of  both  the  new  assembly  plants  in  the  Atlanta 
area.  An  even  more  outstanding  example  of  the  influence  of  savings 
from  shipping  parts  instead  of  finished  autos  is  the  development  of 
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the  assembly  plants  on  the  West  Coast  where  cars  are  still  sold  f.o.b. 
Detroit. 

Several  other  examples  of  locating  plants  in  order  to  avoid  high 
freight  costs  on  finished  articles  were  included  in  this  study.  In  all  these 
cases,  the  savings  on  freight  and  handling  were  important  elements  in 
locating  plants  near  their  markets. 

bulk  movement  of  low  value  commodities — Where  large  quan- 
tities of  low  value  materials  have  to  be  moved  at  low  per  ton  costs, 
availability  of  water  transportation  may  be  an  important  element  in 
plant  location.  Often  only  by  using  water  transportation  can  the  range 
of  access  be  widened.  Thus,  a  wood  pulp  plant  can  afford  to  obtain 
timber  from  a  much  greater  distance  whenever  water  transportation 
is  available.  Also  the  location  is  strengthened  by  the  larger  potential 
supply  area.  Moreover,  when  a  plant  has  to  obtain  materials  from  a 
given  source,  and  is  to  be  located  within  a  market  area,  it  will  give 
preference  to  locations  on  waterways  if  it  is  feasible  to  move  parts  and 
supplies  by  that  means.  For  example,  all  new  plants  of  the  Interna- 
tional Harvester  Company  can  transfer  materials  by  water. 

In  moving  relatively  bulky,  heavy  products  to  market,  low-cost  water 
transportation  may  be  equally  important  in  the  location  of  some  plants. 
Examples  in  this  study  include  the  Corn  Products  plant  at  Corpus 
Christi,  the  Southern  Paperboard  plant  at  Port  Wentworth,  and  the 
Cities  Service  Refining  plant  at  Lake  Charles.  If  part  of  the  plant 
production  is  for  export,  location  at  a  port  is  of  course  very  desirable. 
Many  finished  goods  are  less  suited  to  water  transportation  because 
they  are  more  easily  damaged  and  therefore  require  special  boxing  and 
handling.  Consequently,  some  of  the  concerns  do  not  plan  to  use 
water  transportation  even  though  it  would  be  available.  In  other  in- 
stances, a  concern  selects  a  waterside  location  to  serve  an  additional 
operation  which  it  plans  to  develop  later. 

negotiation  for  special  rates — Several  of  the  concerns  locating 
plants  in  the  South  found  that  the  apparent  transportation  costs  apply- 
ing at  certain  prospective  locations  could  be  favorably  adjusted  after 
negotiations  with  public  rail  carriers.  Paper  rates,  i.e.,  rates  on  the 
tariff  books  for  commodities  for  which  there  has  been  no  traffic,  are 
of  course  often  lowered  when  real  rates  are  established.  Special  com- 
modity rates  on  large  volume  movement  can  always  be  made  available. 
Particularly  is  this  true,  if  actual  or  potential  water  transportation  is 
in  the  picture.  Often  a  manufacturer  remarked  that  competition  among 
carriers  was  a  good  thing.  A  location  with  several  railroads,  excellent 
highways,  and  also  waterways  was  ideal  in  this  respect.  Many  pos- 
sible industrial  sites  in  the  South  are  near  actual  or  potential  water 
routes. 
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Transportation  Service 


The  aspects  of  transportation  service  which  are  of  significance  to 
plant  location  include  special  facilities,  frequency  of  service,  conven- 
ience of  service,  and  time  in  transit. 

1 .  Special  Facilities 

For  movement  of  some  materials  and  products  special  facilities  are 
required.  For  coal,  ores,  and  other  heavy  or  bulky  materials,  the  ability 
of  rail  lines  or  water  carriers  to  provide  these  facilities  at  particular  points 
has  a  real  influence  on  selection  of  a  location.  Among  the  facilities 
are  those  for  switching,  holding,  classification,  storage,  weighing,  and 
other  handling  operations.  Sometimes  leased  space  is  important.  For 
finished  products,  special  types  of  cars,  trucks,  or  other  carriers  are  some- 
times required.  Usually  these  can  be  made  available  equally  well  at  a 
number  of  points,  but  larger  communities  are  likely  to  have  a  decided 
advantage. 

2.  Frequency  of  Service 

If  it  is  appropriate  to  the  types  of  goods  to  be  carried,  highway  truck- 
ing usually  provides  frequent  service  from  sources  of  supply  and  to 
markets.  Several  producers  locating  plants  in  smaller  towns  mentioned 
the  advantage  of  trucking.  In  fact,  in  a  few  plant  locations  a  rail  con- 
nection has  been  considered  unnecessary  or  of  only  secondary  impor- 
tance. Cases  of  this  sort  occur  in  the  garment  and  shoe  industries. 

Frequency  of  service  on  rail  lines  is  usually  much  greater  in  larger 
cities  and  at  divisional  operating  points.  Prospective  producers  found 
service  better  at  these  points  in  terms  of  car  supply,  particularly  for 
special  type  cars,  as  well  as  in  terms  of  frequency  of  train  movement. 
In  fact,  location  in  cities  on  switching  or  belt  lines  was  often  desired 
in  order  to  get  ready  access  to  train  movements  on  a  number  of  lines 
and  not  to  be  dependent  on  one  carrier. 

Where  frequency  of  service  was  unimportant,  location  on  small 
branch  rail  lines  or  on  water  routes  often  was  adequate. 

3.  Convenience  of  Service 

Wherever  it  is  usable,  trucking  also  provides  great  convenience  in 
moving  materials  into  a  plant  and  finished  products  from  the  plant 
to  the  market.  Movements  can  be  made  directly  from  plant  door  to 
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plant  door  or  from  plant  directly  to  sales  outlets.  Several  of  the  concerns 
included  in  this  study  indicated  that,  for  short  and  medium  distances, 
the  availability  of  highway  transportation  played  a  considerable  part  in 
the  selection  of  plant  locations,  particularly  in  choosing  a  site  within  a 
community.1  As  already  indicated,  the  St.  Louis  shoe  companies  are 
able  to  integrate  and  schedule  operations  among  plants  much  more 
effectively  by  means  of  highway  transportation.  An  assortment  of 
necessary  materials  is  shipped  by  truck  or  rail  to  each  plant,  usually 
on  a  daily  basis.  One  company  loads  a  truck  trailer  for  each  plant  with 
materials  which  are  then  delivered  overnight.  On  the  return  trip  the 
finished  shoes  are  moved  to  St.  Louis.  Each  plant  specializes  on  a 
particular  product  which  permits  cost  savings  but  also  requires  that 
mixed  shipments  of  shoes  to  market  outlets  be  made  from  a  central 
point.  In  fact,  whenever  a  plant  is  to  supply  semifinished  materials  or 
parts  to  another  plant  which  wishes  to  avoid  building  up  inventories, 
regular  trucking  movements  are  considered  a  "must"  by  some  concerns 
in  selecting  a  location. 

Where  the  finished  product  is  to  be  moved  from  the  plant  to  a 
number  of  customers  at  different  and  comparatively  nearby  points,  de- 
livery by  truck  is  much  more  convenient  and  economical  than  by  rail. 
The  operation  of  the  American  Can  plant  at  Fort  Smith,  Arkansas,  is 
an  example  included  in  this  study.  Availability  of  highways  for  regular 
and  emergency  distribution  is  effective  for  the  most  part  only  in  terms 
of  the  final  choice  of  a  site  within  a  community,  since  good  highway 
facilities  exist  in  all  regions  and  states. 

Most  concerns  reported  that  rail  service  was  convenient  and  satisfac- 
tory for  most  transportation  needs.  Arrangements  for  regularity  of 
service  in  spotting  cars  at  plant  sidings  and  in  picking  up  outgoing  ship- 
ments were  usually  made  before  final  site  selection. 

For  some  of  the  new  southern  plants,  location  on  waterways  has  led 
to  regular  and  convenient  shipments,  particularly  between  suppliers  of 
materials  and  parts  and  manufacturers.  Careful  scheduling  of  plant 
operations  and  of  shipments  has  provided  the  basis  for  satisfactory,  low- 
cost  transportation. 

4.  Time  in  Transit 

If  the  objective  in  selecting  transportation  service  is  to  keep  to  a 
minimum  the  value  of  materials  and  goods  in  shipment,  rapid  trans- 

1  Transportation  peculiarities  may  play  an  additional  part  in  the  location  problem. 
Again  the  branch  plant  pattern  around  St.  Louis  is  illustrative.  If  trucking  were  relied 
on,  Kentucky  was  an  undesirable  area  for  new  plants  because  of  the  restrictive  truck- 
ing laws.  If  rail  transportation  were  to  be  used  it  was  thought  wise  not  to  locate  in 
Tennessee.  Rail  rates  from  St.  Louis  are  higher  for  a  given  distance  in  that  direction 
because  of  the  two  river  crossings. 
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portation  is  used  instead  of  movement  by  water  because  of  the  shorter 
period  of  time  that  working  capital  is  tied  up  in  transit.  Either  rail  or 
highway  carriers  usually  provide  rapid  enough  service.  Some  of  the  new 
southern  plants  have  provided  for  rapid  transport  by  highway  over  con- 
siderable distances,  though  for  long  hauls  where  time  is  a  factor  rail 
service  is  usually  more  satisfactory. 

For  operations  where  time  is  not  a  major  factor  in  bringing  in  ma- 
terials or  in  delivering  goods,  plant  location  may  be  affected  by  savings 
that  can  be  realized  by  using  a  lower  cost  method  of  transport  over  a 
greater  distance.  For  example,  a  producer  in  Cleveland  stated  that  to 
reach  a  market  in  California  it  was  cheaper  to  transport  his  product  to 
the  East  Coast  and  then  ship  it  by  water  through  the  Panama  Canal 
than  to  ship  directly  by  railroad.  In  his  industry,  as  in  some  others,  a 
producer  in  New  Jersey  would  be  "closer"  to  the  West  Coast  than  a 
producer  in  Cleveland. 

5.  Passenger  Service 

Several  company  executives  indicated  that  an  important  element  in 
selecting  a  new  manufacturing  plant  location  was  the  ease  of  access  to 
general  headquarters  and  to  other  plants  of  the  concern.  This  was  con- 
sidered desirable  to  permit  inspection  trips  of  central  office  executives 
and  to  facilitate  conferences  among  managers  of  operating  plants.  In 
one  instance,  a  company  president  based  the  plant  selection  in  con- 
siderable measure  on  the  speed  with  which  he  could  reach  the  plant 
from  the  company's  general  offices. 


Railroad  Rates  and  Service  in  the  South 


1.  Rates 


Very  few  instances  were  discovered  where  the  location  of  southern 
plants  was  discouraged  by  relatively  high  rail  rates  on  goods  moved 
within  the  South.  In  several  cases,  rates  were  reported  to  be  lower  than 
in  the  North  on  comparable  traffic  and  length  of  haul.  This  advantage 
results  in  part  from  competition  from  water  traffic  in  a  region  with  many 
water  routes.  Indeed,  of  the  southern  states,  only  Oklahoma  has  no 
access  to  water  and  thus  gets  little  advantage  from  water-compelled  rail 
rates.  In  the  flat  coastal  and  delta  areas,  competition  from  motor  carriers 
also  affects  rail  tariffs. 
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With  respect  to  the  comparatively  high  rail  rates  on  shipments  to 
northern  markets,  few  producers  mentioned  that  they  anticipated  any 
handicaps  from  southern  plant  locations.  There  were,  however,  a  few 
concerns  who  indicated  that  the  new  freight  rate  decision  putting  the 
interregional  class  rates  on  a  standard  basis  would  strengthen  the  market 
position  of  plant  locations  recently  selected  in  the  South. 

In  the  main,  the  companies  included  in  this  survey  were  large  enough 
to  arrange  special  commodity  rates  for  the  outward  movement  of  the 
finished  products  and  it  was  the  common  judgment  that  the  railroad 
rate  structure  was  no  serious  handicap  in  marketing  finished  products. 
Some  concerns  pointed  out  that  if  desirable  they  could  move  commodi- 
ties into  the  Northeast  by  water  or  by  truck. 

In  industries  in  which  most  of  the  production  capacity  is  located  in 
the  South,  it  makes  little  difference  to  one  concern  whether  the  out- 
bound freight  rates  are  comparatively  less  favorable  than  those  within 
northern  rate  territories.  Thus,  the  Blue  Bell  Company,  largest  manu- 
facturer of  work  clothing,  pointed  out  that  since  their  major  competitors 
were  in  the  South,  they  were  subject  to  no  particular  handicap  so  far  as 
rail  rates  were  concerned,  even  under  the  old  situation  of  class  freight 
rates  comparatively  unfavorable  to  the  South. 


2.  Service 

Rail  service  in  the  South  compares  favorably  with  that  in  other  re- 
gions, although  a  few  producers  noted  that  at  some  locations  they  had 
somewhat  less  frequent  service  than  at  northern  plants  in  comparable 
sized  communities.  Certain  deficiencies  in  other  aspects  of  service  were 
occasionally  reported,  but  in  no  instance  was  a  projected  location  turned 
down  on  this  account. 


Summary 


The  role  of  transportation  in  plant  location  is  a  critical  one.  Freight 
rates  and  traffic  services  set  the  framework  within  which  a  concern  solves 
the  problem  of  selecting  the  best  place  for  the  assembly  of  materials  and 
the  distribution  to  the  market.  The  physical  characteristics  of  a  manu- 
facturing process  and  the  transportation  aspects  will  often  determine 
whether  a  plant  is  market  or  material  oriented.  Changes  in  freight  rates, 
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particularly  in  rate  differentials  between  materials  and  finished  products, 
and  changes  in  availability  of  service  may  in  time  considerably  alter  the 
geographical  pattern  in  an  industry.  Readjustments  such  as  these  may 
well  move  in  the  direction  of  strengthening  the  ability  of  southern 
manufacturers  to  reach  national  markets. 
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EIGHT 

Other  Location  Factors 


N  ADDITION  to  the  major  location  factors  discussed  heretofore, 
there  are  certain  other  secondary  considerations  which  are  involved 
in  most  location  selections,  usually  in  making  the  final  choice  among 
a  few  satisfactory  alternatives.  Occasionally  a  special  local  advantage 

in  one  of  these  considerations  results  in  a  marked  shift  in  the  location 

selected. 


Capital  and  Bank  Credit 


So  far  as  is  known  the  concerns  included  in  this  study  all  have  de- 
pended more  or  less  on  investment  capital  from  outside  the  South.  Most 
of  these  are  large  companies  with  headquarters  in  northern  states — in 
part  a  reflection  of  the  greater  supply  of  capital  in  the  North  and  of  the 
influence  of  the  New  York  money  market.  The  few  large  southern  com- 
panies covered  in  the  study,  however,  had  adequate  available  capital  for 
expansion. 

In  one  instance,  the  willingness  to  risk  capital  in  new  ventures  appears 
to  have  had  a  considerable  part  in  the  transfer  of  part  of  an  industry  to 
the  Southwest.  The  movement  of  a  number  of  manufacturers  of  small 
private  aircraft  to  the  states  of  Texas,  Oklahoma,  and  Kansas  is  the  case 
in  point.  It  is  generally  considered  that  one  of  the  major  reasons  for  the 
movement  of  these  concerns  from  the  Northeast  was  the  willingness  of 
capitalists,  with  funds  obtained  largely  from  oil  production,  to  finance 
the  small  plane  manufacturers,  providing  that  their  facilities  were  lo- 
cated in  the  Southwest.  Other  considerations,  including  particularly 
good  climate  for  test  flying,  were  of  course  involved. 

The  availability  of  bank  credit,  it  was  stated,  was  a  factor  in  the  loca- 
tion of  certain  processing  facilities  dependent  upon  farm  products,  the 
supply  of  which  had  to  be  developed  and  expanded.  In  these  instances 
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the  problem  was  one  of  furnishing  credit,  mainly  working  capital,  to 
farm  producers.  Both  the  Kraft  Foods  Company  and  Pet  Milk  Company 
indicated  that  a  successful  location  for  processing  facilities  depended 
upon  the  willingness  of  local  bankers  to  assist  farmers  in  developing  ade- 
quate milk  supplies.  Swift  and  Company  pointed  out  a  similar  problem 
in  connection  with  the  development  of  broiler  plants,  although  with 
respect  to  that  operation,  feed  companies  often  supplied  most  of  the 
necessary  credit. 


Management 


Although  the  local  availability  of  men  to  assist  in  the  management  of 
new  facilities  was  rarely  mentioned  in  connection  with  plant  location, 
some  concerns  indicated  that  the  communities  selected  must  be  ones  in 
which  the  company  could  expect  to  find  executive  talent  or  to  which  it 
could  expect  to  attract  executives  with  the  required  training  and  ability. 
The  attractiveness  of  the  community  and  the  climate  were  emphasized 
in  this  connection.  For  obtaining  junior  executive  talent  locally,  a  few 
company  officials  favored  a  city  with  a  background  in  manufacturing. 
Management  ability  is,  of  course,  highly  mobile,  but  few  companies 
wish  to  transfer  an  entire  staff  in  from  the  outside  and  thus  to  have  no 
local  representatives  included  in  management  of  the  new  plant. 


Climate 


Occasionally  manufacturers  mentioned  that  construction  costs  were 
somewhat  lower  in  southern  communities  because  of  the  warmer  cli- 
mate, although  it  was  generally  agreed  that  under  present  conditions, 
unit  construction  costs  in  the  South  had  risen  nearly  to  the  level  of  that 
in  northern  states.  Where  a  definite  advantage  for  the  South  was 
claimed,  it  was  related  to  the  opportunity  for  year-round  construction. 
A  more  important  influence  of  the  climate  on  plant  costs  was  the  ability 
of  a  concern  operating  in  the  South  to  use  less  expensive  construction. 
These  economies  were  emphasized  particularly  by  concerns  in  the  chem- 
ical and  petroleum  refining  industries.  Moreover,  the  economies  were 
not  restricted  to  initial  construction  but  applied  also  to  operation  and 
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maintenance.  Heating  costs  were  generally-  lower.  Shipping  and  de- 
liveries were  not  interrupted  by  weather  hazards,  which  sometimes  in- 
terfered with  shipments  in  the  North.  One  concern  emphasized  that 
it  expected  a  lower  operating  cost  at  its  southern  plant  because  of  a 
reduction  in  packing  and  handling  for  its  major  product  subject  to  freez- 
ing at  its  northern  plant.  Several  manufacturers  pointed  out  that  the 
advantage  which  the  South  once  had  in  lower  living  costs — partly  as  a 
result  of  climate — has  largely  disappeared,  although,  in  their  judgment, 
there  is  still  enough  difference  to  justify  somewhat  lower  wage  rates. 
In  a  few  cases,  it  was  pointed  out  that  there  were  certain  disadvan- 
tages in  southern  weather  conditions.  Two  concerns  indicated  that  they 
had  checked  carefully  the  danger  of  tropical  storms  and  hurricanes,  and 
had  located  their  plants  away  from  the  coast.  One  of  these  new  plants 
was  hit  by  the  hurricane  of  October  1947,  but  was  not  materially  dam- 
aged. Another  handicap  referred  to  was  the  excessive  summer  heat  which 
required  air  conditioning,  although  the  concerns  involved  pointed  out 
that  air  conditioning  more  than  paid  for  itself  in  increased  labor  output. 
One  of  the  major  aircraft  companies,  however,  is  reported  to  prefer 
operation  in  southern  California  to  Texas  partly  because  of  the  large  cost 
for  air  conditioning  in  Texas. 


Availability  of  Buildings  and  Sites 

Four  of  the  new  operations  included  in  this  study — and  several  not 
included — were  located  in  a  southern  community  mainly  because  of  the 
immediate  availability  of  an  adequate  building.  In  two  cases,  the  build- 
ing was  a  surplus  Government  war  plant.  In  several  other  instances 
where  a  new  plant  was  to  be  constructed,  the  selection  of  one  com- 
munity over  another  in  the  same  general  area  was  explained  primarily 
on  the  basis  of  finding  a  suitable  site.  So  far  as  availability  of  adequate 
level  ground  in  or  near  the  city  is  concerned,  most  southern  communi- 
ties have  an  advantage  over  cities  in  the  North.  In  a  few  instances  this 
factor  alone  affected  the  choice  between  regions.  Usually,  however,  avail- 
ability of  buildings  or  sites  influences  only  the  selection  of  a  particular 
locality  within  a  satisfactory  zone. 

Several  of  the  companies,  including  du  Pont,  General  Electric,  and 
International  Harvester,  emphasized  that  they  followed,  as  a  general 
practice,  the  purchase  of  sites  large  enough  to  allow  subsequent  expan- 
sion if  such  expansion  proved  desirable.  The  need  for  a  large  site  at 


times  narrowed  the  number  of  communities  which  could  qualify  for 
consideration. 


Local  Industrial  Structure 


The  type  and  extent  of  industrial  development  within  a  community 
are  often  important  to  concerns  in  selecting  a  location,  mainly  in  choos- 
ing the  specific  community.  Some  companies  wish  to  establish  plants  in 
cities  where  manufacturing  is  well  developed.  Others  prefer  a  com- 
munity in  which  the  new  plant  can  attain  a  reasonably  prominent  posi- 
tion and  not  have  its  operations  unduly  influenced  by  practices  in  other 
plants.  On  this  point,  different  attitudes  have  been  expressed.  A  few 
concerns  have  sought  communities  with  no  previous  industry.  Many 
have  avoided  localities  where  competitors  have  plants.  Others  have  pre- 
ferred communities  containing  plants  in  the  same  industry.  Where  a 
concern  has  sought  a  community  without  any  industrial  production,  the 
reasons  have  been  in  terms  of  avoiding  competition  for  labor,  particu- 
larly where  a  certain  type  of  labor  is  required;  for  example,  semiskilled 
women  for  mechanical  operations  in  the  electrical  equipment  and  gar- 
ment industries.  In  addition,  some  concerns  have  preferred  to  enter  a 
non-industrial  community  with  the  conviction  they  could  thereby  ob- 
tain a  higher  degree  of  cooperation  and  enthusiasm  on  the  part  of  local 
business  as  well  as  local  labor. 

Some  concerns  have  restricted  their  search  for  a  plant  location  to 
cities  where  the  industries  under  consideration  are  already  represented 
with  the  aim  thereby  of  finding  the  right  kind  of  skilled  labor  and  the 
required  suppliers  and  service  trades.  This  action  has  usually  been  ex- 
pressed as  seeking  external  economies. 

A  negative  factor  of  some  importance  was  the  avoiding  of  communi- 
ties where  competitors  were  located.  If  the  plant  is  to  sell  to  local  or 
regional  consumers,  particularly  to  industrial  users,  the  management  is 
not  eager  to  cover  the  same  market  unless  it  is  a  large  market.  Two  firms, 
one  making  electric  equipment  and  the  other  making  paperboard, 
pointed  out  that  they  avoided  otherwise  desirable  locations  because 
competitors  had  recently  located  facilities  there.  The  same  policy  is 
followed  by  food  processing  concerns  because  they  do  not  wish  to  com- 
pete for  a  limited  supply  of  farm  products.  Thus,  a  cheese  company  will 
ordinarily  not  locate  in  a  small  or  medium  sized  agricultural  community 
if  another  cheese  company  or  even  other  milk  processors  are  alreadv 
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operating  there.  Moreover,  these  food  processors  will  not  locate  in  an 
area  in  which  farm  producers  of  the  required  materials  are  likely  to 
revert  to  producing  another  farm  product  when  its  price  rises.  For  in- 
stance, milk  processors  are  cautious  about  entering  a  cotton  growing 
area. 

Where  a  concern  prefers  a  community  in  which  industries  of  a  differ- 
ent type  are  operating,  it  has  often  planned  to  employ  women  in  an  area 
in  which  there  are  already  adequate  employment  opportunities  for  men. 

Several  manufacturers  have  indicated  that  although  they  preferred, 
because  of  this  and  other  reasons,  to  operate  in  a  community  with  estab- 
lished industries,  they  would  object  to  placing  a  plant  in  a  community 
already  dominated  by  one  large  factory.  In  other  words,  the  company 
executives  felt  that  to  locate  in  a  one-company  town  would  limit  the 
desired  independence  of  their  concern  in  dealing  with  the  various  groups 
in  the  community. 


Size  of  Community 


Among  the  concerns  interviewed,  there  was  a  considerable  variation 
in  the  size  of  community  preferred.  Where  the  prospective  plant  was  to 
employ  a  large  number  of  workers,  the  company  usually  expressed  pref- 
erence for  a  large  city.  This  was  explained  in  terms  of  labor  requirements, 
both  quantity  and  variety  of  skills,  although  availability  of  various  sup- 
plies and  services  was  also  mentioned. 

Probably  a  majority  of  the  concerns  preferred  to  locate  plants  outside 
of  a  large  metropolitan  area.  These  preferences  were  based  mainly  on 
avoiding  high  property  taxes  and  on  keeping  away  from  labor  disturb- 
ances which  might  affect  labor  generally  within  a  large  population  area. 

A  medium-sized  city  of  about  25,000  population  was  strongly  pre- 
ferred by  two  of  the  large  concerns.  These  firms  felt  that  a  city  of  that 
size  would  furnish  the  necessary  community  facilities  for  their  employees 
without  involving  the  plant  in  any  costs  or  difficulties  which  might  arise 
in  a  larger  area.  There  was  a  belief  that  a  city  of  this  size  might  be  more 
cooperative  and  more  efficiently  governed,  and  at  the  same  time  have  a 
lower  tax  rate,  than  a  larger  city. 

It  was  somewhat  surprising  to  find  that  several  of  the  large  concerns 
expressed  a  definite  preference  for  plant  location  in  small  towns.  In  fact, 
in  two  of  these  concerns,  there  was  a  definite  policy  to  avoid  locating  a 
plant  in  a  town  above  a  certain  size,  although  occasional  exceptions 
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were  made.  Preference  for  a  small  community  was  primarily  a  matter  of 
the  influence  that  the  company  would  have  in  the  town  in  selecting  the 
labor  supply,  but  also  it  related  to  the  hope  of  developing  efficient,  satis- 
factory relationships  with  the  city  government  and  the  community.  The 
preference  for  a  small  community  was  always  qualified  to  exclude  any 
town  already  dominated  by  an  existing  plant  because,  as  already  indi- 
cated, under  such  situations,  the  company  felt  if  its  plant  was  relatively 
small  that  it  would  be  likely  to  get  the  dregs  of  the  labor  market  and 
also  because  such  cities  are  "often  controlled  politically  or  otherwise  by 
the  dominating  industry." 


Centralization  vs.  Decentralization 


Several  concerns  covered  by  the  study  were  interested  in  scattering 
their  plants  over  a  wide  area,  rather  than  developing  new  facilities  in  an 
established  area.  In  many  interviews,  there  were  references  to  the  diffi- 
culties the  tire  industry  had  experienced  in  concentrating  so  much  of  its 
capacity  in  Akron.  The  policy  of  placing  additional  plants  in  towns  in 
several  different  states  was  favored  by  many  companies  for  two  reasons: 
To  get  closer  to  various  segments  of  the  market  and  to  avoid  risks  of 
concentration.  The  first  point  is  fairly  obvious  and  is  a  satisfactory  loca- 
tional  policy  when  production  requirements  can  be  met  at  roughly  com- 
parable cost  and  in  a  number  of  widely  operated  locations.  With  respect 
to  the  second  point,  it  was  often  emphasized  that  the  risks  of  concentra- 
tion were  numerous.  Primary  emphasis  was  usually  placed  on  the  fact 
that  large  centers  of  industrial  population  were  the  focal  points  for  labor 
troubles.  Moreover,  even  though  a  company  dealt  with  unions  generally 
in  all  its  plants  in  different  cities,  there  would  still  be  advantages  in 
dealing  with  different  labor  unions  or  even  with  different  locals.  Both 
the  decentralization  of  the  tire  industry  out  of  Akron  and  the  woolen 
industry  out  of  New  England  were  often  referred  to  as  indications  of 
the  desire  to  minimize  the  risk  of  labor  troubles. 

Other  risks  involved  in  concentration  related  to  changes  in  state  or 
local  tax  laws  as  well  as  to  having  operations  tied  up  by  railroad  strikes, 
by  fire,  by  floods,  and  by  storms.  With  regard  to  the  effect  of  state  laws 
one  chemical  company  has  a  policy  of  spreading  its  plants  among  the 
several  states  and  observing  a  definite  dollar  ceiling  for  total  plant  in- 
vestment in  any  single  state.  Chemical  plants  require  large  capital  invest- 
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ments.  Consequently  property  taxes  are  a  relatively  important  cost  of 
operation.  With  plants  well  dispersed,  changes  in  the  laws  of  any  one 
state  will  not  have  too  disastrous  an  effect  upon  the  entire  operation  of 
the  company. 

Centralization,  as  opposed  to  decentralization,  was  favored  by  the 
shoe  companies  for  certain  of  their  stages  of  production  and  no  doubt 
was  of  some  importance  in  several  other  types  of  industry.  Internal  econ- 
omies of  large-scale  production  are  achieved  by  purchase  of  raw  materi- 
als, in  large  quantities.  These  are  shipped  to  a  central  warehouse  at  low 
carload  rates  and  then  distributed  as  needed  to  the  various  plants  in  the 
district.  Certain  specialized  operations,  such  as  sole  cutting,  can  be  per- 
formed in  a  separate  unit  more  efficiently  than  as  part  of  the  work  of 
each  of  the  plants.  Other  such  economies  of  centralization  are  described 
in  the  case  histories  of  the  shoe  plants.  Aside  from  the  shoe  industry, 
however,  there  was  little  mention  of  the  economies  of  centralization. 
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State  and  Local  Influences 


SELECTION  of  a  plant  location  may  be  dependent  in  part  upon  the 
popular  attitude  toward  industry,  experience  of  industry  with  the 
state  government  administration,  the  nature  of  state  laws,  the  opera- 
tion of  the  local  government,  and  the  kinds  of  community  facilities. 
In  a  few  instances  in  this  study,  manufacturers  indicated  that  the  general 
conditions  within  a  state  were  such  as  to  cause  plants  to  locate  just 
across  state  lines  in  order  to  find  a  more  favorable  environment.  Usually 
the  selection  of  a  state  or  community  considered  favorable  to  industry 
was  a  second  step  after  the  determination  of  a  satisfactory  area  within 
which  major  requirements  could  be  met.  Some  manufacturers  with  sev- 
eral plants  indicated  that  they  adopted  the  policy  of  selecting  specific 
locations  in  "favorable"  states  but  of  not  placing  too  many  plants  in  a 
single  state  because  of  possible  variations  in  state  laws  and  administra- 
tion at  some  future  time. 


Popular  Attitude  Toward  Industry 


In  general,  the  companies  consulted  indicated  that  they  were  im- 
pressed by  the  favorable  attitude  toward  industry  which  prevailed  in  the 
South.  Company  representatives  were  generally  welcomed  and  both 
public  and  private  groups  usually  favored  increased  industrialization. 
Many  northern  manufacturers  drew  attention  to  the  concessions  offered 
by  southern  states  to  attract  plants  as  evidence  of  their  genuine  interest 
in  having  industry.  Whether  or  not  the  manufacturer  was  interested  in 
such  special  inducements  was  a  different  question  and  will  be  treated  in 
the  next  chapter.  Several  manufacturers  pointed  out  that  the  desire  to 
obtain  new  industry  was  keener  in  the  South  and  that  this  resulted  in  a 
public  recognition  of  the  value  of  industry  to  the  region.  In  several  in- 
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stances  company  officials  mentioned  with  approval  the  conferences  held 
with  governors  and  other  public  officials  on  the  need  for  a  plant  and  the 
willingness  of  officials  to  cooperate  in  helping  the  concern  establish  a 
new  facility.  This  assistance  and  often  the  accompanying  publicity  was 
generally  appreciated.  One  concern  referred  to  a  dinner  with  the  Gov- 
ernor of  a  southern  state  and  added:  "Imagine  the  Governor  of 

asking  us  to  dinner." 

In  seeking  a  plant  location,  most  managements  were  anxious  to  find  a 
community  where  attitudes  were  favorable  toward  industry  and  where 
there  was  an  active  local  leadership  willing  to  assist  the  plant  in  develop- 
ing its  new  operation.  Several  manufacturers  indicated  they  had  turned 
down  a  particular  community — either  in  the  North  or  the  South — be- 
cause it  was  industrially  backward  or  unfriendly  to  industry. 

Some  manufacturers  noted  that  as  a  rule,  there  was  less  friction  with 
established  activities  and  customs  in  developing  a  plant  in  a  southern 
community  than  in  a  northern  community,  despite  the  fact  that  the 
plant  often  represented  an  entirely  new  type  of  business.  As  one  manu- 
facturer expressed  it:  "If  we'd  located  this  plant  near  our  old  unit  at 

,  we'd  have  run  into  all  kinds  of  complaints  from  the  city  and 

nearby  property  owners.  On  the  other  hand,  in  going  south  to , 


we've  been  welcomed  by  local  businessmen  and  praised  as  public  bene- 
factors." 

Where  local  fears  did  develop  over  the  reported  introduction  of  a 
factory  into  the  community,  the  help  of  friendly  local  leaders  was  often 
a  big  factor  in  the  location  decision.  In  one  instance,  where  opposition 
developed  on  the  part  of  particular  groups  in  one  community  who  were 
afraid  of  having  the  status  quo  disturbed,  and  particularly  of  losing  their 
domestic  help,  the  local  business  leaders  were  able  to  iron  out  the  diffi- 
culties and  secure  cooperation  on  the  part  of  business  people  and  city 
government. 


State  Administration  and  State  Laws 


Some  concerns  included  in  this  study  emphasized  the  desirability  of  a 
friendly  state  administration.  They  were  particularly  impressed  by  states 
which  had  maintained  favorable  attitudes  toward  industrial  expansion 
over  a  period  of  years.  Continual  changing  of  regulations  with  respect  to 
industry  was  also  viewed  as  burdensome.  Some  producers  stated  frankly 
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that  in  location  selection  they  had  sought  jurisdictions  allowing  a  wide 
discretion  in  matters  relating  to  plant  operation. 

Two  types  of  state  laws  were  emphasized  in  connection  with  indus- 
trial expansion— -labor  regulations  and  tax  provisions.  With  respect  to 
the  first,  some  manufacturers,  mainly  those  in  the  textile  industry,  de- 
clared it  was  important  to  their  operations  to  have  some  latitude  in  the 
laws  with  respect  to  hours  of  employment  for  women,  a  regulation  usu- 
ally less  strict  in  the  South.  In  general,  there  was  some  preference  for  a 
southern  location  because  of  more  lenient  wage  and  hour  laws. 

The  importance  of  taxation  varies  among  industries,  although  almost 
all  manufacturers  indicated  there  was  some  advantage  in  this  respect  in 
the  South.  Chemical  manufacturers  emphasized  the  particular  impor- 
tance of  a  low  tax  rate  on  property,  because  of  the  high  investment  per 
wage  earner  in  their  industry.  One  company  indicated  that  it  would 
stay  out  of  certain  states  because  the  prospective  tax  burden  was  con- 
sidered unfair.  In  the  pulp  industry,  where  companies  usually  purchase  a 
considerable  reserve  of  timber,  the  relatively  more  favorable  taxation 
rate  on  standing  timber  was  mentioned  as  a  consideration  in  plant  loca- 
tion. 

In  almost  all  instances,  it  was  clear  that  companies  had  carefully  com- 
pared the  tax  burdens  in  different  states.  When  asked,  officials  readily 
commented  on  some  states  as  unfair  or  as  less  favorable  than  others. 
Manufacturers  indicated  that  sometimes  for  other  reasons  they  located 
plants  in  a  particular  state  despite  the  tax  burden.  A  prospective  manu- 
facturer described  the  personal  property  tax  in  one  state  as  "murderous." 
Another  industrialist  noted  that  although  the  manufacturing  tax  in  the 
state  containing  his  new  plant  was  not  severe,  it  was  a  considerable 
nuisance  to  calculate  and  to  report. 

Usually  it  was  the  magnitude  of  the  tax  that  caused  the  manufacturer 
to  drop  consideration  of  location  in  a  particular  state,  although  with 
respect  to  two  states,  there  were  complaints  of  the  tax  costs  having 
varied  too  much  in  recent  years.  In  general,  it  is  clear  that  northern 
companies  consider  the  lower  level  of  manufacturing  taxes  in  the  South 
an  advantage  in  plant  location.  Usually  the  property  tax  was  also  lower, 
though  there  were  a  few  notable  exceptions.  Yet  most  industrialists  have 
not  been  led  to  shift  attention  away  from  a  state  solely  because  its  tax 
burden  is  higher  than  that  in  a  nearby  state.  As  one  manufacturer  said, 
most  places  in  the  South  are  "decent"  as  far  as  taxes  are  concerned. 
Moreover,  it  should  be  emphasized  that  tax  differentials  are  important 
in  selecting  one  location  over  another  only  in  the  last  stage  of  analysis 
when  it  is  a  question  of  picking  one  of  two  or  three  satisfactory  localities. 

[*°7] 


Local  Government 


Among  the  concerns  covered,  all  were  interested  in  the  costs  and  effi- 
ciency of  local  government.  They  were  naturally  more  impressed  with 
the  cost  and  quality  of  the  municipal  services  of  fire  protection,  police 
protection,  highway  maintenance,  and  the  like,  than  with  the  demo- 
cratic representativeness  of  the  government.  In  fact,  one  city,  famous 
for  its  local  boss  and  his  political  control,  was  considered  by  several  com- 
panies an  excellent  plant  location  because  of  its  stable,  efficient  local 
government.  There  were  a  few  company  heads  who  complained  about 
local  political  corruption  and  expressed  their  unwillingness  to  locate 
plants  in  towns  with  such  problems. 

Especially  important  to  a  prospective  manufacturer  is  the  willingness 
of  the  local  government  to  cooperate  in  extending  services  to  the  plant 
site.  A  community  which  is  able  to  provide,  without  undue  delay,  addi- 
tional roads,  bus  services,  sewer  and  water  connections,  where  these  are 
not  already  available,  is  likely  to  obtain  preferred  consideration,  particu- 
larly where  the  concern  is  in  a  hurry  to  get  its  facilities  into  operation. 
Several  of  the  concerns  covered  in  this  survey  pointed  out  that  although 
they  expected  no  gifts,  they  were  influenced  by  the  speed  with  which 
the  city  government  could  provide  the  usual  community  facilities.  In 
the  case  of  the  Corn  Products  Refining  Company  plant  at  Corpus 
Christi,  Texas,  it  was  necessary  for  the  company  to  obtain  the  coopera- 
tion of  the  local  port  commission  in  extending  the  ship  channel  to  the 
site  selected.  Some  plant  locations  involved  an  agreement  with  the 
county  government  to  extend  a  public  highway,  including  in  one  case, 
the  construction  of  an  expensive  bridge. 

In  addition  to  municipal  services,  there  was  always  the  question  of 
local  taxes,  including  the  bases  on  which  authorities  assessed  property 
and  the  comparative  tax  rates  among  the  cities  under  consideration.' 


Community  Facilities  and  General  Attractiveness 


Manufacturing  firms  usually  check  on  the  adequacy  of  local  com- 
munity facilities,  including  housing,  schools,  recreational  facilities.  Of 
course,  in  recent  years,  few  producers  expected  to  find  available  housing 
for  their  staff.  Some  concerns,  however,  did  look  into  the  local  costs  of 
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housing  construction,  even  though  they  did  not  propose  to  provide  the 
housing  themselves. 

A  community  which  is  generally  attractive  and  well  kept  was  usually 
ranked  fairly  high  as  a  possible  location,  though  usually  not  at  the  ex- 
pense of  the  more  basic  factors.  When  the  concern  plans  to  furnish  a 
sizable  proportion  of  employees  from  its  home  office,  it  is  particularly 
interested  in  placing  its  plant  in  an  attractive  community.  In  fact,  one 
of  the  larger  concerns  indicated  that  its  policy  was  to  locate  a  plant  in  a 
community  where  people  wanted  to  live  and  not  to  place  a  plant,  under 
any  circumstances,  in  a  town  not  having  desirable  living  quarters.  This 
concern  had  experienced  difficulties  in  trying  to  keep  its  trained  staff  and 
employees  at  two  of  its  plants  located  in  "run-down  communities/'  The 
executive,  with  whom  the  problem  was  discussed,  felt  that  the  other 
location  requirements  could  have  been  met  in  communities  satisfactory 
from  the  standpoint  of  living  conditions.  With  respect  to  its  new  plants 
in  the  South,  the  concern  checked  carefully  on  the  upkeep  of  the  com- 
munity in  residential,  as  well  as  the  business  districts,  and  specifically 
looked  into  such  matters  as  the  school  facilities,  church  facilities,  pro- 
gressiveness  of  civic  leaders,  and  transportation  within  the  community. 
Another  manufacturer  stated  his  company's  objective  in  this  respect 
was  finding  a  "pleasant"  town  within  which  the  major  production  re- 
quirements could  be  met. 
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Promotional  Efforts  and  Special 
Inducements 


STATES  and  localities  often  seek  to  attract  industry  on  the  basis  of 
extensive  advertising  campaigns.  These  efforts  may  exert  some  in- 
fluence on  smaller  concerns,  but  for  the  large  manufacturing  com- 
panies included  in  this  survey,  advertising  campaigns  are  reported  to 
have  had  little  effect  upon  locational  decisions.  On  the  other  hand,  pro- 
motional efforts  in  furnishing  data  and  in  making  surveys  of  the  local 
availability  of  certain  production  factors  appear  to  have  been  important 
in  calling  the  attention  of  concerns  to  certain  local  possibilities,  al- 
though it  was  generally  stated  that  even  these  forms  of  assistance  were 
minor  elements  in  the  final  choice  of  the  locality,  useful  as  they  often 
were  later  on. 

Even  the  offer  of  special  inducements  is  important  mainly  in  obtain- 
ing consideration  of  a  particular  community  within  a  zone  determined 
to  be  satisfactory  on  other  bases.  A  great  deal  depends  on  the  degree  of 
choice.  A  labor  oriented  plant  probably  is  free  to  locate  over  the  widest 
territory;  consequently,  in  selecting  a  particular  locality  intelligent  pro- 
motional efforts  may  be  of  considerable  weight.  For  market  based  plants 
there  may  also  be  a  zone  of  competition  including  several  nearby  cities 
among  which  promotional  efforts  and  special  inducements  may  play  a 
part  of  some  importance.  For  plants  tied  to  materials,  it  was  generally 
held  that  the  sphere  of  operation  of  these  influences  is  still  more  con- 
fined, partly  because  of  variations  in  the  quality  of  the  materials  at 
different  points  and  partly  because  of  the  secondary  influence  of  the 
market. 


Locational  Data  and  Surveys 


Clearly,  then,  the  promotional  work  which,  as  a  rule,  is  most  appreci- 
ated by  manufacturers  is  the  furnishing  of  data  on  local  economic  con- 
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ditions  and  occasionally  the  making  of  surveys  of  certain  operating  prob- 
lems, such  as  sources  of  materials,  freight  rate  schedules,  or  labor  avail- 
ability. The  concerns  included  in  the  present  survey  often  referred  to  the 
important  information  obtained  from  state  agencies,  particularly  state 
planning  and  development  boards,  as  well  as  from  railroads  and  other 
utilities.  The  investigation  of  local  conditions  through  a  railroad  or  a 
utility  was  sometimes  preferred  because  the  industrialist  could  obtain 
information,  often  with  respect  to  several  possible  production  points, 
and  still  remain  anonymous.  It  was,  however,  generally  pointed  out  that 
an  industrialist  would  check  the  recommendations  of  one  railroad  against 
those  of  another.  A  railroad  was  considered  to  be  reasonably  objective 
with  respect  to  the  advantages  and  disadvantages  of  different  points  on 
its  line. 

When  a  manufacturer  furnished  a  list  of  basic  requirements  to  a  state 
development  agency,  the  agency  was  often  able  to  furnish  helpful  data 
about  the  state's  resources.  There  was,  for  example,  general  agreement 
among  producers  who  had  used  certain  state  planning  boards  as  to  the 
excellence  of  their  assistance  in  supplying  pertinent  information.  Some 
of  the  southern  state  agencies  apparently  have  assembled  much  more 
complete  data  than  others  on  sources  of  materials  and  supplies  within 
the  state  and  nearby  areas.  In  a  few  cases  prospective  manufacturers  were 
disappointed  to  find  that  the  state  planning  board  had  no  such  informa- 
tion available.  In  particular  communities  under  consideration  for  the 
location  of  a  plant,  such  boards  were  occasionally  used  as  sources  of 
information.  Usually,  however,  prospective  producers  preferred  to  get 
information  on  local  industrial  conditions  from  local  manufacturers  or 
other  businessmen. 


Aid  in  Getting  Started 


In  selecting  a  plant  location,  an  industrial  executive  may  place  some 
weight  on  the  continued  assistance  from  local  public  and  governmental 
leaders,  beyond  cooperation  in  acquiring  land  and  getting  construction 
under  way.  Often  the  selection  of  a  specific  community  within  a  satis- 
factory area  is  modified  by  anticipated  aid  in  preparing  for  initial  opera- 
tion. Location  of  one  of  the  largest  plants  included  in  the  survey  was 
influenced  by  the  effective  local  services  furnished,  and  to  be  furnished, 
in  helping  the  company  to  arrange  for  its  many  production  require- 
ments. The  aid  continued  after  the  location  was  announced.  As  the 
corporate  official  stated,  in  referring  to  a  local  official:  "He  makes  things 
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right,  not  only  before  you  locate,  but  after."  When  the  company  wanted 
anything,  "he  was  the  magician  who  waved  his  magic  wand."  One  ex- 
ecutive pointed  out  that  with  respect  to  his  plant,  the  efforts  of  a  local 
community  leader  in  helping  the  company  to  obtain  a  site  and  speed  up 
construction  were  in  themselves  enough  to  justify  a  considerable  shift  in 
the  plant  location,  but  not  of  course  outside  the  zone  satisfactory  for 
meeting  production  and  marketing  requirements. 

No  doubt  in  some  southern  states  the  state  and  city  agencies  have 
furnished  assistance  which  in  many  other  communities  would  have  to 
be  obtained  from  consulting  firms.  This  assistance  at  times  is  of  a  techni- 
cal nature,  but  usually  it  appears  to  take  the  form  of  expediting  the 
efforts  of  the  company  to  obtain  land  or  materials,  or  of  arranging  for 
compliance  with  local  regulations. 


Special  Inducements 


The  great  bulk  of  the  concerns  included  in  this  survey  pointed  out 
that  they  received  no  special  inducements  whatsoever  in  selecting  their 
plant  locations.  Usually,  however,  manufacturers  accepted  short-term 
exemptions  from  state  taxes,  wherever  they  were  available  to  new  indus- 
trial ventures.  Corporate  executives  are  generally  convinced  that  it 
would  be  poor  business  on  their  part  to  accept  any  special  concession 
from  a  local  community.  It  was  often  indicated  that  to  accept  local 
gifts  would  make  it  more  difficult  to  work  in  harmony  with  the  com- 
munity. Certainly,  in  one  area  covered  in  the  survey,  the  producer  who 
purchased  his  own  site  and  supplied  all  the  funds  for  his  own  building, 
has  had  smoother  local  relations  than  a  competitor  who  accepted  con- 
siderable local  financial  assistance.  The  president  of  a  large  southern 
chain  of  textile  plants  pointed  out  that  he  is  not  interested  in  local  con- 
cessions because  they  lead  to  a  feeling  on  the  part  of  the  townspeople 
that  they  own  the  plant  and  should  have  something  to  say  about  its 
management. 

Another  reason  why  manufacturers  were  usually  not  impressed  by 
local  concessions  was  that  the  offered  grants  consisted  mainly  of  free 
sites  or  payments  on  buildings,  which  accounted  for  only  a  small  pro- 
portion of  total  plant  cost.  Very  rarely  among  the  large  concerns  in- 
vestigated did  the  site  itself  account  for  more  than  a  few  percent  of  the 
total  plant  investment  and  even  where  the  building  was  included  the 
cost  was  usually  less  than  that  for  the  machinery.  Several  manufacturers 
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indicated  that  it  would  be  taking  advantage  of  the  local  community  to 
accept  gifts  because  a  gift  could  not  affect  the  locational  decision.  One 
official  of  a  large  concern  stated  that  in  this  respect:  "Any  worthwhile 
industry  ought  to  row  its  fair  share  in  the  boat." 

In  addition,  several  manufacturers  were  definitely  suspicious  of  pro- 
spective locations  when  they  were  presented  primarily  in  terms  of  special 
inducements.  On  this  subject  one  official  stated:  "They  usually  offer 
inducements  where  the  location  doesn't  have  much  to  offer."  In  three 
instances  the  firms  accepted  a  local  concession  as  evidence  of  the  co- 
operation of  the  community  and  returned  the  funds  to  the  community 
at  the  opening  of  the  plant. 

Although  special  concessions  were  generally  condemned,  there  was  a 
common  agreement  that  the  local  communities  should  be  more  effec- 
tive in  furnishing  adequate  community  services.  As  already  indicated, 
the  ability  of  the  community  to  furnish  these  services  promptly  has  had 
a  measurable  effect  in  the  last  stages  of  location  selection. 

Instances  were  encountered,  however,  where  special  inducements  were 
accepted.  Some  were  under  the  B. A.W.I,  plan  in  Mississippi,  where  the 
state  assists  communities  in  financing  new  factory  buildings.  This  is  the 
main  way  in  which  it  helps  its  cities  to  "Balance  Agriculture  with  In- 
dustry." In  two  industries  special  inducements  appear  to  be  the  rule. 
These  are  the  shoe  and  the  garment  industries.  In  both  of  these  indus- 
tries the  building  constitutes  the  major  proportion  of  the  local  invest- 
ment. In  the  shoe  industry,  the  machinery  is  generally  rented. 

The  practice  in  the  shoe  industry  of  securing  financial  assistance  from 
the  locality  takes  two  forms.  In  one,  the  community  raises  a  given  fund 
in  addition  to  a  free  site  and  the  company  is  free  to  apply  the  fund  on 
the  building  or  on  any  owned  equipment,  provided  the  plant  is  of  an 
agreed  size.  In  the  other,  the  locality  uses  the  fund  to  purchase  a  site 
and  construct  a  building  to  which  it  retains  title,  but  the  property  is 
leased  to  the  company  at  a  nominal  rental.  Until  a  few  years  ago,  the 
fund  raised  by  the  community  under  either  plan  was  enough  to  pay  the 
total  building  costs,  but  since  the  war  the  contribution  of  the  com- 
munity has  been  restricted  to  about  $100,000,  and  the  company  has  con- 
tributed the  remainder  of  the  construction  costs.  This  has  been  true 
even  where  the  community  retained  title  to  the  building.  Under  both 
these  systems,  the  concern  agrees  to  operate  the  plant  for  a  given  period 
of  time,  usually  about  10  years  and  during  this  period  guarantees  a  cer- 
tain minimum  pay  roll.  The  two  big  shoe  companies,  International  Shoe 
and  the  Brown  Shoe  Company,  both  emphasized  that  in  almost  all  cases 
their  pay  rolls  have  far  exceeded  the  guarantee.  Each  company  justifies 
the  subsidy  by  the  importance  of  the  indirect  benefits  to  the  commercial 
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and  professional  people  of  the  community.  Under  these  two  systems  of 
community  grants  for  plant  and  site,  the  two  companies  report  no  diffi- 
culties with  the  local  community,  although  it  has  been  realized  that 
difficulties  might  arise  in  a  severe  depression  if  pay  rolls  had  to  be  cut 
below  the  guaranteed  minima. 

The  garment  industry  is  the  other  instance  of  plant  locations  involv- 
ing free  buildings  or  other  local  concessions,  although  the  practice  is  not 
universal.  At  times  the  free  building  is  a  major  element  in  location;  at 
other  times  the  availability  of  special  financial  assistance  has  been  impor- 
tant. The  garment  industry  employs  substantially  the  same  two  systems 
used  by  the  shoe  industry  in  obtaining  aid  on  plant  quarters.  In  return 
there  is  a  similar  pay  roll  guarantee.  A  revealing  situation  occurred  in  one 
community  which  had  obtained  a  garment  plant  in  part  by  local  contri- 
butions and  which  was  trying  to  raise  another  fund  for  a  shoe  factory. 
When  asked  to  contribute  to  the  new  plant,  the  garment  plant  re- 
fused. 

With  respect  to  tax  concessions,  manufacturers  have  rarely  located  a 
plant  primarily  to  obtain  the  concessions,  but  where  they  are  locating  a 
plant  in  a  state,  such  as  Louisiana,  which  is  promoting  industry  under 
this  arrangement,  these  concerns  usually  apply  for,  and  obtain  the  con- 
cession. Even  in  such  situations,  however,  the  manufacturer  may  decide 
to  work  out  with  the  community  an  agreed  evaluation  and  tax  rate 
rather  than  apply  for  a  tax  exemption.  One  concern  indicated  that  its 
experience  in  the  past  had  led  it  to  expect  a  relatively  high  evaluation 
after  a  period  of  tax  exemption.  It  felt  that  future  business  operations 
would  be  on  a  more  definite  basis  if  the  tax  obligation  was  determined  at 
the  outset  and  consistently  included  as  a  business  cost.  Consequently, 
the  company  makes  it  a  practice  to  reach  an  understanding  with  local 
officials,  particularly  the  assessors,  before  plant  construction  is  started, 
or  even  before  the  site  is  acquired. 

If  a  state  has  a  particularly  annoying  tax,  or  one  that  is  nonexistent  in 
other  states,  the  company  may  make  an  effort  to  have  the  tax  modified 
before  locating  its  plant.  In  one  instance,  included  in  this  study,  the 
company  official  pointed  out  that  the  state  law  was  amended  to  elimi- 
nate a  particularly  bothersome  tax  before  the  concern  went  ahead  with 
heavy  capital  investment  in  that  state. 

At  times  a  concern  selects  a  particular  site  on  the  basis  of  obtaining  a 
low  assessment  in  advance  or  on  the  basis  of  having  the  site  removed 
from  the  jurisdiction  of  some  taxing  authority.  In  one  instance  the  city 
limits  were  altered  to  exclude  a  site  before  the  concern  reached  a  final 
decision  to  locate  its  plant  in  the  community. 
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PART     FOUR 


ELEVEN 

Applications  to  Industrial  Development 


HIS  chapter  presents  some  practical  applications  of  the  results  of  this 
study,  which  may  be  of  use  to  local  groups  concerned  with  stimulating 
industrial  development.  These  suggestions  should  be  read  along  with 
the  remarks  in  Appendix  C  on  business  practice  in  plant  location. 


Types  of  Industry  Appropriate  to  a  Particular  Area 


The  location  problem  confronting  the  businessman  is:  For  a  par- 
ticular type  of  industry  and  for  a  given  market,  where  is  the  best  place  to 
put  a  plant?  The  problem  confronting  a  development  agency  is:  For  a 
given  area  what  types  of  industry  furnish  opportunities  for  successful 
plant  locations?  To  a  great  extent  the  methods  for  solving  the  problem 
of  the  businessman  can  also  be  used  by  the  development  agency. 

This  investigation  has  concluded  that  the  primary  location  factors  are 
markets,  materials,  and  labor.  As  a  result,  the  plants  studied  have  been 
classified  according  to  one  of  these  factors.  It  has  also  been  emphasized 
that  a  particular  type  of  plant  will  usually  be  attracted  to  a  region  by 
one  of  these  primary  location  factors.  For  example,  cheese  factories  will 
obviously  be  attracted  only  to  those  areas  with  a  supply  of  milk.  Auto- 
mobile assembly  plants  are  market  oriented  and  will  be  placed  only  in 
areas  with  a  sufficient  market  for  automobiles.  Textile  plants  are  labor 
oriented  and  therefore  their  first  location  requirement  is  an  adequate 
supply  of  workers.  The  significance  of  this  classification  in  a  develop- 
ment program  is  that  the  secondary  factors,  such  as  taxes,  climate,  sites, 
community  living  conditions,  and  service  facilities,  usually  can  exert  an 
influence  only  after  the  manufacturer  is  satisfied  that  his  major  location 
factor  can  be  found  in  the  area. 

The  suggested  technique  for  determining  the  types  of  industries  likely 
to  succeed  in  an  area  is  to  begin  by  studying  the  market,  the  material 
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resources,  and  the  labor  reserves  of  the  area.  The  importance  of  materials 
and  labor  in  attracting  industry  has  been  rather  widely  recognized  but 
there  seems  to  be  great  difficulty  in  ascertaining  which  plants  are  actually 
attracted  by  these  factors.  For  example,  the  availability  of  cotton  and 
wool  will  not  necessarily  attract  cotton  or  wool  textile  plants.  The  effort 
of  western  wool  growing  states  along  this  line  attests  to  the  needs  for 
other  location  factors.  An  understanding  of  the  major  advantages  to  be 
achieved  in  selecting  a  location — securing  immobile  factors,  transport 
cost  savings,  or  production  cost  savings — should  make  it  possible  to  de- 
termine whether  particular  types  of  plants  are  market,  material,  or  labor 
oriented.  The  importance  of  markets  as  an  attraction  for  industry  has 
been  greatly  underemphasized  in  development  programs.  Consequently, 
there  have  been  insufficient  efforts  to  assess  the  market  advantages  of  an 
area  and  determine  which  types  of  plants  should  be  attracted  by  those 
advantages. 


Nature  of  Development  Work 


Some  development  agencies  have  adopted  rather  passive  development 
programs,  trying  to  be  as  helpful  and  as  persuasive  as  possible  to  the 
new  plant  prospects  when  and  if  they  happen  to  appear.  This  approach 
may  be  necessary  because  of  the  limited  availability  of  funds.  It  may  also 
be  explained  by  the  lack  of  experience  and  techniques  for  planning  any 
different  kind  of  program.  If  an  agency  first  makes  an  inventory  of  its 
locational  attractions,  and  second,  by  the  techniques  suggested,  deter- 
mines the  specific  types  of  plants  for  which  it  offers  the  greatest  advan- 
tages, its  development  efforts,  as  some  agencies  have  discovered,  may 
become  more  effective.  Instead  of  using  the  shotgun  technique  of  gen- 
eral advertising,  the  agency  could  then  concentrate  its  efforts  on  securing 
those  types  of  industries  suggested  by  local  resources.  It  would  be  able 
to  approach  existing  companies  operating  in  those  industries  and  pre- 
sent a  persuasive  business  argument.  Or  if  the  interest  is  that  of  a  new 
enterprise,  the  agency  could  be  in  a  position  to  discuss  the  bearing  of 
local  resources  on  the  proposed  industrial  venture. 

In  order  to  impress  a  prospective  producer  with  the  advantages  of 
local  resources,  a  development  agency  should  be  able  to  present  to  him 
comparative  costs  of  getting  together  the  required  elements  in  produc- 
tion. Such  briefs  can  be  prepared  only  by  men  having  familiarity  with 
the  industry  under  study.  The  locational  procedures  followed  by  certain 
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large  companies — such  as  those  discussed  in  Appendix  C — may  be  of 
guidance  to  local  agencies  in  fitting  their  efforts  in  with  company  needs. 


Promotional  Efforts  and  Special  Inducements 


There  is  a  strong  desire  in  many  areas  to  attract  or  stimulate  new  in- 
dustry and  this  desire  has  often  been  accompanied  by  the  expenditure  of 
a  great  amount  of  effort.  The  problem  confronting  most  of  these  groups 
has  been:  What  can  we  do?  Some  of  the  most  common  actions  have 
been  to  offer  special  inducements  through'tax  exemptionsTlxee  sites,  and 
factory  buildings  at  nominal  rentals.  The  great  emphasis  on  such  means 
may  be  explained  largely  by  the  failure  to  develop  the  information 
needed  for  a  more  effective  approach.  This  study  has  indicated  the  lim- 
ited influence  of  special  inducements  on  location  of  branch  plants  of 
large  manufacturing  concerns  and  has  attempted  to  explain  that  special 
inducements  play  a  successful  role  only  if  the  primary  attraction  exists 
in  an  area.  And  often  in  that  case  they  are  not  necessary.  It  became  clear 
during  the  survey  that  many  companies  locating  plants  in  a  state  grant- 
ing special  aid  would  have  come  to  the  state  anyway.  A  greater  under- 
standing of  the  basic  elements  involved  in  industrial  location  should  lead 
development  groups  to  devise  techniques  which  would  emphasize  the 
resources  strength  of  an  area  and  the  significances  of  these  resources  to 
prospective  industrial  operations. 


Wage  Policy 


Another  bearing  of  this  study  on  promotional  work  is  in  the  field  of 
wage  policy.  It  has  been  urged  in  some  quarters  that  a  federal  minimum 
wage  law  should  permit  lower  wages  to  be  paid  in  the  South.  The  argu- 
ment is  that  the  South  needs  low  wages  to  attract  new  industry  and 
that  it  must  make  this  sacrifice  because  it  needs  industry  so  badly.  The 
results  of  this  study  indicate  that  labor  is  only  one  of  three  major  factors 
which  attracts  industry  to  the  South.  In  the  postwar  period  the  attrac- 
tion of  the  South  as  a  market  and  as  a  source  of  materials  has  been 
responsible  for  the  bulk  of  the  new  industry.  It  has  also  been  pointed 
out  by  manufacturers  entering  the  South  that  where  labor  was  the  major 
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attraction,  there  have  been  labor  cost  savings,  aside  from  wage  differen- 
tials, because  of  lower  turnover,  less  absenteeism,  and  high  productivity. 
Search  for  a  certain  wage  rate  advantage  will  now  and  then  be  the  main 
interest  of  a  producer,  but  it  is  no  longer  necessary  to  base  promotional 
efforts  on  low  wage  rates,  as  many  of  the  southern  development  groups 
are  realizing. 


Finding  the  Prospects 


During  this  study  the  secretary  of  a  development  group  complained, 
"What  we  need  is  more  prospects."  For  larger  plants,  existing  com- 
panies appear  to  have  been  almost  the  sole  source  of  prospects.  Their 
number  is  naturally  comparatively  small.  But  even  for  smaller  plants 
there  appears  to  be  a  real  shortage  of  new  enterprises.  This  shortage  indi- 
cates either  that  the  opportunities  are  hard  to  discern  and  evaluate  for 
those  outside  of  the  industry,  or  that  special  obstacles  exist  for  new 
firms.  A  well-rounded  development  program  should  provide  for  encour- 
agement of  new  local  firms  as  well  as  a  procedure  for  influencing  the 
location  decisions  of  existing  companies.  The  circumstances  which  in- 
fluence an  existing  company  to  establish  a  new  plant  have  been  outlined 
in  some  detail.  It  has  also  been  pointed  out  that  unfamiliarity  with  the 
locational  problems  and  techniques  has  often  resulted  in  poor  business 
decisions,  partly  because  businessmen  have  overlooked  certain  of  their 
requirements  and  the  varying  capacities  of  particular  localities  to  meet 
them.  This  lack  of  background  on  the  part  of  businessmen  permits  a 
greater  role  to  be  played  by  an  agency  which  is  well  qualified  to  handle 
problems  of  industrial  location. 


Will  to  Industrialize 


Many  manufacturers  have  emphasized  the  degree  to  which  they  were 
welcomed  in  southern  communities  and  the  excellent  cooperation  they 
have  obtained  in  locating  and  organizing  new  manufacturing  establish- 
ments. The  economic  and  political  leaders  in  the  South  have  become 
convinced  that  the  development  of  industry  represents  the  most  impor- 
tant possibility  of  raising  the  standard  of  living  and  creating  wealth. 
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Throughout  the  South,  producers  have  been  impressed  by  the  avail- 
ability of  labor  eager  to  learn  industrial  techniques  and  by  the  coopera- 
tive efforts  of  local  businessmen.  These  attitudes  have  been  particularly 
evident  where  the  new  plants  represented  new  types  of  activity  and 
where  the  wage  rates  were  comparatively  high.  The  developmental  ef- 
forts of  state  agencies  must  be  judged  against  this  background.  Most  of 
the  help  given  to  outside  industries  in  finding  sites,  in  obtaining  sources 
of  materials  and  services,  and  even  in  financial  assistance,  has  been 
offered  in  the  hope  of  initiating  activity  which  it  was  felt  would  increase 
the  local  standards  of  living  and  provide  a  basis  upon  which  further 
industrial  expansion  could  be  built.  The  more  intelligent  this  pro- 
motional effort,  the  greater  the  contribution  to  future  incomes. 
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TWELVE 
Conclusions 


'HIS  chapter  is  intended  to  discuss  the  significance  of  the  industrial 
changes  that  are  occurring  in  the  South  and  their  relation  to  those  in 
other  regions  and,  in  addition,  the  contribution  of  the  South's  indus- 
trial expansion  to  the  economic  strength  of  the  country. 


National  Prosperity  and  Inter-Regional  Competition 


The  interdependence  of  regional  and  national  prosperity  is  often  over- 
looked by  those  interested  only  in  promoting  the  industrial  health  of 
one  area.  Prosperity  for  the  country,  such  as  that  experienced  in  the 
recent  postwar  period,  means  many  new  prospects  for  all  areas  but  de- 
pression means  few,  if  any,  prospects  for  any  area.  This  is  of  the  utmost 
importance.  Too  often  development  programs  are  based  on  an  assumed 
rivalry  with  other  areas.  Take  for  example,  the  relation  between  New 
England  and  the  South.  Many  agencies  in  New  England  appear  to  feel 
that  their  region  is  likely  to  be  injured  by  industrial  expansion  of  the 
South.  Our  survey  indicates  that  three-fourths  of  the  new  southern 
plants  investigated  were  attracted  to  that  region  in  the  postwar  period 
by  the  market  and  by  materials.  Only  two  or  three  of  these  new  southern 
units — those  based  on  forest  products — could  have  been  placed  in  New 
England.  Competition  among  regions  for  material  oriented  plants  is 
restricted  to  those  regions  with  surpluses  of  the  same  materials,  placed 
at  roughly  equal  distances,  in  terms  of  costs,  from  a  specific  market. 
With  respect  to  market  based  plants,  each  region  or  area  attracts  its 
own.  Only  in  the  case  of  labor  oriented  plants,  principally  in  the  fields 
of  shoes  and  textiles,  do  the  South  and  New  England  actually  compete 
for  the  same  kind  of  capacity. 
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Overshadowing  this  small  area  of  inter-regional  competition  is  the 
greater  area  of  common  interest  among  regions  in  the  continued  pros- 
perity of  our  entire  economy.  Periods  of  prosperity  give  birth  to  new 
industrial  facilities,  the  location  of  which  the  development  agencies  try 
to  influence.  The  community  of  interest  that  all  regions  have  in  main- 
taining an  expanding  economy  completely  eclipses  the  imagined  op- 
posing interests. 


Real  Advantages  for  Industry 


The  locational  factors  which  have  attracted  industry  to  the  South 
since  the  war  and  which  have  furnished  the  basis  for  a  great  increase  in 
industrial  production,  based  on  both  local  and  outside  capital,  represent 
real  economic  advantages  and  not  just  subsidies  or  promotion.  These 
advantages  for  new  industry  have  consisted  in  large  measure  of  growing 
regional  demand  for  manufactured  goods,  of  undeveloped  resources 
which  were  immediately  available  for  use  and  which  were  often  more 
economic  than  the  unused  resources  outside  the  South,  and  of  poorly 
utilized  reserves  of  labor. 

As  the  size  of  the  southern  market  grew,  it  provided  opportunities  for 
new  producing  units  in  the  industries  already  well  represented  in  the 
South  and  also  in  industries  which  had  neglected  the  South  because  the 
concentration  of  buyers  had  been  insufficient  to  support  plants  of  eco- 
nomic size. 

The  delay  in  developing  southern  resources  has  been  due  to  a  number 
of  factors,  including'lack  of  information,  ^inadequate  technical  knowl- 
edge, inadequate  local  capital,  as  well  as  the  availability  of 'alternative 
resources  which  were  more  accessible  to  established  manufacturing  cen- 
ters. Perhaps  the  greatest  overall  force  stimulating  industrial  develop- 
ment in  the  South  since  the  war  has  been  the  pressure  on  the  nation's 
resources.  Peak  business  conditions  have  brought  industrial  requirements 
for  resources  to  levels  in  many  of  the  major  industrial  regions  of  the 
Northeast  well  above  the  capacity  of  established  sources  of  supply. 

Southern  labor  came  to  be  recognized  during  the  war  and  postwar  j 
periods  as  able  to  staff  plants  requiring  skills  long  thought  to  be  a  J 
peculiar  resource  of  old  established  industrial  regions.  Moreover,  the  | 
availability  of  large  labor  reserves  eager  to  participate  in  industrial  opera-  I 
tions  was  an  additional  attraction  to  certain  types  of  industries. 
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National  and  Regional  Advantages  of  Southern 
Industrial  Development 


The  postwar  expansion  of  industry  in  the  South  has  been  of  economic 
advantage  to  that  region  and  to  the  country  at  large.  This  broader  in- 
dustrial base  represents  a  significant  expansion  in  local  productive  ac- 
tivity and  a  sizable  contribution  to  the  increase  in  total  national  output 
of  manufactured  goods. 

The  location  factors  which  have  been  responsible  for  the  expansion  of 
industry  in  the  South  represent  important  national  assets. 

Of  first  importance  is  the  increase  in  total  output  of  goods.  If  the 
location  factors  in  the  South  had  not  been  favorable  to  industrial  expan- 
sion much  of  the  increased  output  in  that  region  might  have  been  lost 
to  the  nation.  This  is  obviously  true  of  plants  producing  for  the  southern 
market,  since  without  that  market  there  would  have  been  no  plants.  But 
it  is  also  true  in  great  measure,  with  respect  to  plants  producing  either 
for  the  outside  or  for  the  entire  national  market.  Some  of  this  group  of 
plants,  based  on  local  materials  and  labor,  would  not  have  been  located 
elsewhere  because  the  required  production  factors  were  not  available. 
Even  where  resources  were  available  in  the  older  manufacturing  areas, 
they  were  sometimes  of  marginal  value  and  could  have  been  developed 
only  at  higher  economic  costs.  It  should  also  be  emphasized  that  in- 
creased production  in  the  South  not  only  means  a  greater  national  out- 
put but  it  may  also  mean  a  greater  market  for  the  producers  in  other 
regions  and  a  stimulus  to  new  capital  investments  in  those  regions. 

Aside  from  the  increase  in  production,  southern  industrialization  has 
led  to  promotion  of  inter-regional  trade  based  to  an  increasing  degree 
on  regional  advantages  in  production.  This  greater  geographical  speciali- 
zation has  meant  lowered  average  costs  for  consumers  inside  and  outside 
the  South.  To  the  extent  that  producers  have  used  low-cost  southern 
resources  in  place  of  higher  cost  resources  elsewhere,  there  has  been  a 
gain  in  national  efficiency. 

Even  the  use  of  low-paid  labor  in  manufacturing  in  many  southern 
communities  represents  a  considerable  national  gain  because  it  sets  up  a 
chain  of  developments  which  leads  generally  to  greater  efficiency  and 
greater  output.  In  so  far  as  those  workers  come  from  even  poorer  income 
producing  work  in  agriculture  or  in  trades  or  from  idleness,  there  is  a 
definite  gain.  Moreover,  even  if  they  displace  workers  elsewhere,  as  textile 
workers  in  New  England,  these  latter  workers  are  freed  to  work  in  more 
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skilled  operations  for  which  their  experience  has  fitted  them.  After  a 
period  of  readjustment  there  is  likely  to  be  increased  income  produced 
in  the  northern  communities  involved. 

With  respect  to  the  advantages  of  industrial  expansion  to  the  South,  it 
is  significant  that  the  new  production  represents  in  many  instances  a 
filling  in  of  the  local  industrial  structure.  Thus  many  new  producers 
furnish  parts,  supplies,  and  equipment  for  older  industries  and  thus 
strengthen  the  economic  structure  of  the  region. 

In  some  respects,  the  material  oriented  plants  assume  a  special  posi- 
tion because  of  the  ways  in  which  they  bring  income  to  the  farmers, 
lumbermen,  and  other  providers  of  materials,  who  have  long  constituted 
the  base  of  the  southern  economy  and  who  have  been  largely  dependent 
on  outside  processors.  Of  course  the  market  and  labor  based  industries 
have  also  been  necessary  in  adding  different  elements  to  the  regional 
economy. 

This  type  of  development  actually  repeats  the  economic  history  of 
the  industrial  Northeast.  The  rounding  out  of  the  industrial  structure  is 
a  natural  part  of  the  cumulative  effect  of  industrial  development.  A 
wider,  more  diversified,  industrial  base  is  of  advantage  to  both  business 
and  labor,  because  it  indicates  greater  opportunities  for  capital  invest- 
ment and  business  management  on  the  one  hand,  and  for  work  oppor- 
tunities and  higher  standards  of  living  on  the  other. 


Future  Prospects 


The  forces  responsible  for  attracting  industry  to  the  postwar  South 
are  still  operating.  There  remain  large  reserves  of  resources  and  labor 
which  can  be  brought  into  industrial  use.  In  addition,  the  expanding 
southern  market  can  be  expected  to  support  many  additional  plants  in 
the  consumer  goods  industries.  And  as  industrial  production  expands, 
there  will  be  further  opportunities  for  related  industries  to  furnish  ma- 
terials and  supplies  to  the  older  forms  of  production.  The  development 
of  greater  industrial  experience  on  the  part  of  labor  and  management  is 
also  a  factor  working  toward  a  more  varied  structure  of  manufacturing 
activity. 

Needs  for  industrialization,  by  no  means,  have  been  fulfilled.  The 
South  still  has  the  handicap  of  below  average  incomes.  Moreover,  within 
the  South  some  sections  have  remained  behind  others.  By  and  large, 
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these  are  sections  which  have  lagged  in  industrial  growth.  Among  the 
areas  most  in  need  of  further  economic  development  are  those  where 
the  presently  developed  resource  base  is  weakening,  those  still  domi- 
nated by  one  form  of  agriculture,  and  those  dominated  by  a  low  income 
producing  branch  of  manufacturing.  This  imbalance  within  the  South 
needs  to  be  remedied  in  order  to  strengthen  the  economic  structure  of 
the  region  and  the  nation. 
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APPENDIX  A 


Plant  Locations  Included  in  the  Study 


Criteria  for  Selection  of  Cases  to  Study 


The  first  step  in  selecting  the  cases  to  be  investigated  was  to  compile  a 
master  file  of  the  more  important  new  plants  located  in  the  South  since 
the  end  of  World  War  II.  Use  was  made  of  business  publications,  re- 
ports published  by  the  several  state  agencies,  and  announcements  by  the 
Civilian  Production  Administration,  the  approval  of  which  was  required 
for  all  construction  until  June  30,  1947.  Expansions  of  existing  plants 
were  not  included,  the  theory  being  that  such  expansions  involved  a  dif-' 
ferent  type  of  decision  from  the  one  involved  in  selecting  a  location  for  a 
completely  new  plant.  The  question  of  expanding  an  existing  plant  ver- 
sus building  a  new  plant  has  been  discussed,  however,  in  Chapter  Three. 

The  individual  cases  to  be  studied  were  selected  from  the  master  file 
according  to  the  criteria  listed  below. 

1.  Size — Fully  nine-tenths  of  the  new  plants  investigated  represent  invest- 
ments of  $100,000  or  over.  The  exceptions  were,  primarily,  cheese, 
acetylene,  and  oxygen  plants,  which  are  customarily  small  in  size.  The 
reasons  for  using  this  size  limitation  were  threefold.  First,  in  view  of  the 
high  postwar  costs  of  construction,  most  important  plants  cost  much  more 
than  $100,000.  Secondly,  it  was  assumed  that  the  larger  plant  investments 
would  be  based  on  a  more  thorough  investigation  and  would  therefore 
represent  well  developed  plant  location  techniques,  particularly  where 
large  manufacturing  companies  were  involved. 

2.  Geographical  location — Each  of  the  thirteen  southern  states  is  repre- 
sented by  at  least  three  new  plant  locations  in  order  to  examine  any 
geographic  variations  within  the  South  in  the  importance  of  the  several 
location  factors. 

3.  Industry — All  of  the  major  industry  groups,  except  tobacco,  are  repre- 
sented by  the  cases  selected  for  study.  In  this  way  variations  in  the  im- 
portance of  location  factors  and  techniques  according  to  type  of  industry 
are  covered.  A  special  effort  was  made  to  include  the  tvpes  of  industries 
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considered  important  in  providing  a  better  balance  within  the  economic 
structure  of  the  South.  Such  industries  are: 

A.  Those  based  on  a  new  land-use  pattern,  such  as  dairying. 

B.  Those  using  highly  skilled  workmen,  such  as  machinery. 

C.  Those  not  previously  located  in  the  South,  e.g.,  corn  refined  products. 

D.  Those  previously  existing  in  the  South  but  expansion  of  which  is  de- 
sirable, e.g.,  pulp  and  paper. 

4.  Time — The  large  majority  of  the  cases  selected  are  plants  which  have 
been  located  since  the  end  of  World  War  II.  This  emphasis  on  recent 
decisions  should  reveal  the  postwar  importance  of  the  various  location 
factors. 

5.  Southern  capital — The  cases  selected  on  the  basis  of  the  above  criteria 
turned  out  to  be  predominantly  plants  owned  by  northern  companies.  In 
order  to  secure  more  information  on  the  operations  of  southern  concerns, 
a  special  point  was  made  to  include  some  additional  southern  enterprises. 

A  summary  of  the  new  plant  locations  included  in  this  study,  classi- 
fied by  industry  group  and  by  state,  is  shown  in  the  tabulation  below. 

New  Plant  Locations  Included  in  Southern  Location  of  Industry  Study 


ALABAMA 


Town 

Company 

Product 

Coosa  Pines 
Decatur 

Coosa  River  Newsprint  Co. 
Wolverine  Tube  Division,  Calumet 

Newsprint 

Oneonta 

&  Hecla  Consolidated  Copper  Co. 
Blue  Bell,  Inc. 

Copper  tubing 
Overalls 

Tuscaloosa 

The  B.  F.  Goodrich  Co. 

ARKANSAS 

Tires  &  tubes 

Bald  Knob 

International  Shoe  Co. 

Sole  cutting 

Batesville 

International  Shoe  Co. 

Shoes 

Bentonville 

Kraft  Foods  Co. 

Cheese 

Conway 

International  Shoe  Co. 

Shoes 

Fort  Smith 

American  Can  Co. 

Cans 

Little  Rock 
Pocahontas 

Westinghouse  Electric  Corp. 
Brown  Shoe  Co. 

Electric  lamps 
Shoes 

Russelville 

International  Shoe  Co. 

Shoes 

Searcy 

International  Shoe  Co. 

FLORIDA 

Shoes 

Cantonment 
Cantonment 
Cantonment 
Jacksonville 
Tarpon  Springs 

Florida  Pulp  and  Paper  Co. 
St.  Regis  Paper  Co. 
Alabama  Pulp  &  Paper  Co. 
Bemis  Bro.  Bag  Co. 
Victor  Chemical  Works 

GEORGIA 

Pulp  &  paper 
Paper  bags 
Pulp  &  paper 
Textile  bags 
Phosphorus 

Atlanta 

Sherwin-Williams  Co. 

Paint  &  lacquer 

Atlanta 

E.  I.  du  Pont  de  Nemours  &  Co. 

Paint  &  lacquer 

Atlanta 

General  Motors  Corp. 

Buick-Oldsmobile 
Pontiac 
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GEORGIA    (C0nt.) 

Town 

Company 

Product 

Buchanan 

Cluett-Peabody  &  Co. 

Arrow  shirts 

Chamblee 

Boyle-Midway,  Inc. 

Household   chemicals 

Doraville 

U.  S.  Envelope  Co. 

Paper  products 

Gainesville 

Swift  &  Co. 

Broilers 

Hapeville 

Ford  Motor  Co. 

Ford  automobiles 

Macon 

Armstrong  Cork  Co. 

Insulation  board 

Port  Wentworth 

Southern  Paperboard  Corp. 

Pulp  &  liner  board 

Washington 

Pet  Milk  Co. 

KENTUCKY 

Dairy  products 

Lexington 

General  Electric  Co. 

Auto  headlights 

Lexington 

General  Electric  Co. 

Glass 

Louisville 

International  Harvester  Co. 

Farm  machinery 

Richmond 

Westinghouse  Electric  Corp. 

LOUISIANA 

Miniature  lamps 

Lake  Charles 

Cities  Service  Co. 

Petroleum  refinery 

Lake  Charles 

Cit-Con  Corp. 

Lubricating  oil 

Lake  Charles 

Swift  &  Co. 

Meat  packing 

New  Orleans 

International  Harvester  Co. 

MISSISSIPPI 

Twine 

Gulfport 

Sterling  Drug,  Inc. 

Phillips  Milk  of 
Magnesia 

Houston 

Rice-Stix  Dry  Goods  Co. 

Men    &    boys'    under- 

Jackson 

Armstrong  Cork  Co. 

wear 
Asphalt  tile 

Jackson 

General  Electric  Co. 

Fluorescent  lamps 

Jackson 

General  Electric  Co. 

Glass 

Jackson 

The  Linde  Air  Products  Co. 

Acetylene  gas  &  air 
products 

Jackson 

Mississippi  Products  Co. 

Radio     cabinets     and 
furniture 

Jackson 

Swift  &  Co. 

Meat  packing 

Laurel 

Woodall  Industries,  Inc. 

Masonite  products 

Natchez 

Armstrong  Tire  and  Rubber  Co. 

Tires 

Natchez 

Johns-Manville  Corp. 

Insulating  board 

Water  Valley 

Rice-Stix  Dry  Goods  Co. 

NORTH  CAROLINA 

Work  clothes 

Asheboro 

National  Carbon  Co. 

Batteries 

Charlotte 

The  Linde  Air  Products  Co. 

Acetylene  gas  &  air 

products 
Batteries 

Charlotte 

National  Carbon  Co. 

Goldsboro 

General  Electric  Co. 

Radio  tube  lead  wires 

Greensboro 

Gaylord  Container  Corp. 

Cardboard  containers 

Greenville 

National  Carbon  Co. 

Plastic  products 

Hickory 

Gaylord  Container  Corp. 

Paper  boxes 

Winston-Salem 

The  Duplan  Corp. 

OKLAHOMA 

Textile  throwing  mill 

Altus 

Kraft  Foods  Co. 

Cheese 

Hollis 

Kraft  Foods  Co. 

Cheese 
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OKLAHOMA    (cont. 


Town 

Company 

Product 

McAlester 

Seamprufe,  Inc. 

Women's  apparel 

Miami 

The  B.  F.  Goodrich  Co. 

SOUTH  CAROLINA 

Tires 

Charleston 

Ready  Foods  Canning  Corp. 

Dog  food 

Florence 

American  Lumber  &  Treating  Co. 

Treated  lumber 

Rock  Hill 

Celanese  Corp.  of  America 

TENNESSEE 

Synthetic  yarn 

Bolivar 

International  Shoe  Co. 

Upper  leather  tannery 

Bristol 

Monroe  Calculating  Machine  Co. 

Office  machines 

Chattanooga 

Norge  Division,  Borg-Wamer  Corp. 

Refrigerator  com- 
pressors 

Chattanooga 

E.  I.  du  Pont  de  Nemours  &  Co. 

Nylon  yarn 

Erwin 

Berkshire  Fine  Spinning  Associates 

Cotton  textiles 

Memphis 

Mechanics  Universal  Joint  Division, 
Borg- Warner  Corp. 

Automotive  parts 

Memphis 

International  Harvester  Co. 

Farm  machinery 

Memphis 

General  Electric  Co. 

Auto  &  Christmas  tree 
lights 

Morristown 

Belding-Hemingway  Co. 

Thread  throwing 

Nashville 

Ferro  Enamel  Corp. 

Enamel  frit 

Portland 

Kraft  Foods  Co. 

Cheese 

Savannah 

Brown  Shoe  Co. 

Shoes 

Selma 

Brown  Shoe  Co. 

TEXAS 

Shoes 

Corpus  Christi 

Corn  Products  Refining  Co. 

Syrup  &  corn  by- 
products 

Dallas 

Armstrong  Cork  Co. 

Bottle  caps 

Dallas 

Curtiss  Candy  Co. 

Candy  &  food  products 

Houston 

Westinghouse  Electric  Corp. 

Electric  motors  & 
machinery 

La  Porte 

E.  I.  du  Pont  de  Nemours  &  Co. 

Livestock  remedies  & 
crop-saving  chem- 
icals 

Liberty 

Texas  Gulf  Sulphur  Co. 

Sulphur 

Orange 

E.  I.  du  Pont  de  Nemours  &  Co. 

VIRGINIA 

Nylon  salt 

Brookneal 

Pacific  Mills 

Worsted  textiles 

Halifax 

Pacific  Mills 

Worsted  textiles 

Martinsville 

E.  I.  du  Pont  de  Nemours  &  Co. 

Nylon  yarn 

Richmond 

E.  I.  du  Pont  de  Nemours  &  Co. 

Sulphuric  acid 
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APPENDIX   8 

Check  List  for  the  Study 


I.  Background  for  plant  expansion  or  relocation 

A.  Reason  for  expansion 

1.  Increased  general  demand  for  old  product 

2.  Increased  regional  demand  for  old  product 

3.  Expansion  into  new  products 

4.  Expansion  into  new  domestic  or  export  markets 

B.  Possibility  of  expansion  of  old  plant,  expansion  elsewhere,  and 
relocation  of  all  operations 

1 .  Resource  limitations  in  present  location 

2.  Lower  costs  and  better  competitive  position 

a.  Changing  technology 

b.  Advantages  of  using  branch  plants 

c.  Need  of  space  for  expansion 

3.  More  advantageous  location  in  relation  to  markets 

a.  Old  markets 

b.  Newmarkets 

4.  To  avoid  local  restrictive  practices 

a.  State  laws 

b.  Local  laws  and  regulations 

c.  Labor  groups 
II.  The  locational  process 

A.  Personnel  responsible  for  locating  plants 

1.  Company  employees 

a.  Executive — background  and  assignments 

b.  Working  level — background  and  assignments 

2.  Outside  consultants 

a.  Management  firms — background  and  assignments 

b.  Local  and  state  development  agencies — background  and 
assignments 

c.  Railroads,  power  companies,  etc. — background  and  assign- 
ments 
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B.  Requirements  for  new  plant  and  their  relative  importance 

1.  Raw  materials 

2.  Power  and  fuels 

3.  Water  supply 

4.  Transportation 

5.  Labor 

6.  Financial 

7.  Management  and  technical 

8.  Access  to  market 

9.  Relationship  to  established  concerns 
10.  Community  attitudes 

III.  Main  factors  in  selecting  plant  location 

A.  Raw  materials 

1.  To  what  extent  immediately  or  potentially  available 

2.  Assembling  costs 

3.  Raw  material  reserves 

4.  Quality  of  raw  materials  available 

5.  Disposal  of  raw  material  by-products 

B.  Power  and  fuels 

1.  Immediate  or  potential  availability  of  electric  power,  coal, 
gas,  oil,  coke,  wood,  and  waste  fuels 

2.  Power  and  fuel  costs  at  the  plant 

3.  Disposal  of  fuel  by-products 

C.  Water 

1.  Immediate  or  potential  availability  of  adequate  supply  of 
proper  quality  water 

2.  Water  costs 

D.  Transportation 

1.  Availability  of  water,  rail,  truck,  and  air  transportation  with 
relation  to  plant  site 

2.  Cost  of  transporting  raw  materials 

3.  Shipping  costs  to  markets 

4.  Possibilities  for  arranging  special  commodity  rates 

5.  Local  transportation  facilities  for  material  and  personnel 

6.  Adequacy  of  highway  facilities  for  company's  own  transporta- 
tion 

E.  Labor 

1 .  Immediate  or  potential  supply  of  labor 

a.  Total  labor  force  within  commuting  distance 

b.  Availability  of  required  skills 

c.  Male-female  supply 

2.  Facilities  for  training  personnel 

3.  Wage  rates  and  labor  costs 
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4.  Extent  and  character  of  unionization 

a.  Local  history  of  labor  relations 

b.  Labor  attitudes  to  technological  changes 

c.  Community  attitudes 

5.  Extent  of  labor  market  domination  by  other  industries 

F.  Financial 

1.  Availability  of  local  capital 

2.  Adequacy  of  local  banking  facilities 

G.  Management  and  technical 

1.  Availability  of  management  and  supervisory  personnel 

2.  Availability  of  technical  personnel 

3.  Availability  of  testing  and  research  facilities 

a.  Business  institutions 

b.  Educational  institutions 
H.  Marketing 

1 .  Economic  relation  to  market  or  main  marketing  center 

a.  International 

b.  National 

c.  Regional 

d.  Local 

2.  Future  trend  of  markets  in  relation  to  location 

3.  Availability  of  marketing  services  and  specialists 

4.  Relation  to  competitors 

5.  Geographical  location  and  pricing  pattern 
I.  Relationship  to  established  concerns 

1 .  Relationship  to  other  plants  of  same  company 

a.  Ability  to  integrate  plant  into  company  production  pattern 

b.  Possibility  of  interchanging  personnel  and  materials  by 
company 

2.  Relationship  to  plants  of  other  companies 

a.  Availability  of  other  companies  as  source  of  materials  or  as 
outlet  for  production 

b.  Economies  of  specialized  service  owing  to  existence  of 
manufacturers  locally  within  same  industry 

c.  Domination  of  community  by  some  established  concerns 

3.  Corporate  interrelationships 
J.  State  governmental  influences 

1.  Tax  structure 

2.  Minimum  wage  and  hour  laws 

3.  Workmen's  compensation 

4.  Laws  of  incorporation 

5.  Incentives  to  new  industries 

6.  Attitude  of  legislators  and  government 
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K.  Community  influences 

1.  Housing 

2.  Local  government  attitudes  and  local  business  attitudes 

3.  Physical  attractiveness 

4.  Fire  protection  and  insurance  rates 

5.  Social  structure 

6.  Recreation  facilities 

7.  Community  spirit  and  progress 

8.  Special  inducements 
L.  Building 

1.  Costs  for  new  construction 

2.  Use  of  old  plants 
M.  Site 

1.  Costs  of  building 

2.  Space  for  expansion 

IV.  Sources  of  data  on  alternative  locations 

A.  Method  of  gathering  data 

1 .  Letters  of  inquiry  to  agencies  interested  in  securing  plant 

2.  Personal  trips 

3.  Inquiries  to  people  within  organization 

4.  Use  of  government  and  trade  publications 

5.  Other 

B.  Sources  of  data 

1.  Railroads 

2.  Public  utilities 

3.  State  or  regional  agencies 

4.  Local  agencies 

5.  Banks 

6.  Trade  associations 

7.  Federal  Government 

8.  University  research  bureaus 

9.  Other 

C.  Availability  of  data 

1 .  Types  of  data  readily  accessible 

2.  Types  of  data  not  readily  accessible 

3.  Types  of  data  not  available 
V.  Process  of  final  selection 

A.  Narrowing  the  choice 

B.  Final  selection 

1 .  Comparative  rating  of  factors 

2.  Summary  of  advantages  and  disadvantages 

3.  Comparison  of  profit  and  loss  estimates 
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APPENDIX   C 


Business  Practice  in  Selecting  a 
Location 


The  procedure  for  selecting  a  plant  location  varies  greatly  from  com- 
pany to  company  and  among  different  industries.  The  thoroughness  of 
the  locational  process  depends  upon  the  experience  and  competence  of 
the  personnel  responsible  for  the  plant  location  work,  the  amount  of  the 
time  available  for  making  the  decision,  and  the  importance  to  a  com- 
pany of  the  advantages  of  location.  Despite  these  variations,  however, 
there  is  a  general  pattern  of  location  procedure. 


Personnel  Responsible  for  Location  Work 


Although  most  plant  location  decisions  involve  the  investment  of  an  , 
important  fraction  of  the  company's  assets,  the  quality  of  such  business 
decisions  is  sometimes  surprisingly  poor.  This  is  undoubtedly  explained 
by  the  fact  that  many  businessmen  are  not  frequently  faced  with  the 
problem  of  selecting  a  new  plant  location  and,  therefore,  have  little  ex- 
perience in  such  matters.  On  the  other  hand,  many  larger  companies 
and  some  of  the  smaller  companies  which  have  required  the  frequent 
establishment  of  new  plants  have  been  able  to  do  an  outstanding  job. 

It  is  sometimes  said  that  many  plants  are  irrationally  located  accord- " 
ing  to  the  whims  of  company  executives  or  their  wives.  None  of  the  new 
plants  included  in  this  study  can  be  that  simply  explained.  In  the 
few  instances  where  such  personal  factors  may  have  been  important,  the 
location  of  operations  one  place  or  another  did  not  have  a  great  influ- 
ence on  the  company's  costs,  or  these  non-economic  influences  came 
into  play  only  in  the  final  stage  of  the  decision  where  the  choice  was  be- 
tween several  locations  almost  equally  satisfactory  from  the  standpoint 
of  more  rational  considerations. 

Some  companies  regard  the  selection  of  a  plant  location  as  a  special- 
ized task  and,  therefore,  engage  outside  consultants  to  perform  part  or 
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all  of  the  location  work.  The  more  usual  practice,  however,  is  for  Jhe 
company  to  handle  the  problem  within  its  own  organization.  In  one 
case  the  board  of  directors  of  the  company  wanted  to  hire  an  engineer- 
ing firm  to  select  the  location  and  design  the  new  plant.  The  general 
manager  objected,  however,  and  told  the  directors  that  if  he  was  to  be 
responsible  for  the  success  of  this  new  plant,  he  also  wanted  to  select 
the  location.  The  directors  acceded  and  the  general  manager  performed 
an  outstanding  job  in  locating  the  new  plant. 

Outside  consultants  were  employed  in  only  six  of  the  cases  studied.  In 
three  of  the  six  instances  the  consultants  were  delegated  the  entire 
responsibility  for  making  the  investigation  and  recommending  the  loca- 
tion. In  a  fourth  case,  the  consultants  were  called  in  to  check  the  loca- 
tion decision  arrived  at  by  the  company  itself.  In  two  other  cases  the 
experts  were  used  to  locate  a  satisfactory  source  of  pulpwood  but  the  spe- 
cific plant  location  was  selected  by  company  officials. 

Officials  of  one  company  committed  to  the  policy  of  using  location 
specialists  said  that  in  the  past  they  had  located  a  plant  "the  easy  way" — 
on  the  basis  of  available  factory  space  and  cheap  labor — and  from  the 
bad  results  of  that  experience  they  had  learned  the  value  of  having  such 
jobs  done  by  experts. 

Only  a  few  of  the  companies  have  full-time  plant  location  experts  on 
their  staff.  The  Celanese  Corporation  of  America  and  E.  I.  du  Pont  de 
Nemours  &  Company,  for  example,  frequently  consider  industrial  ex- 
pansion plans  and,  therefore,  have  permanent  staffs  concerned  with 
problems  of  plant  location  and  industrial  development.  Most  of  the 
companies,  however,  organize  a  special  committee  composed  of  the  rep- 
resentatives of  the  interested  departments  or  appoint  one  company  of- 
ficial to  handle  each  major  expansion  project  as  it  arises,  without  provid- 
ing for  review  by  a  special  executive  staff.  In  the  larger  companies,  a  vice 
president  in  charge  of  manufacturing  often  is  responsible  for  the  estab- 
lishment of  new  plants,  whereas  in  the  smaller  companies,  the  president 
himself  may  be  directly  responsible  for  plant  location  investigation  and 
decisions. 


Preliminary  Analysis 


1.  Market 

The  actual  procedure  for  selecting  a  location  begins  with  an  analysis 
of  the  extent  and  location  of  the  potential  demand  for  the  output  of  the 
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new  plant,  the  detailed  requirements  for  operating  the  plant,  and  per- 
tinent company  policies.  On  these  bases,  a  general  area  is  selected.  By 
market  research  the  concern  usually  derives  estimates  of  the  quantity 
of  products  which  can  be  sold  under  various  conditions  of  demand  and 
the  geographical  distribution  of  the  prospective  customers.  A  new  plant 
will  be  considered  only  when  market  research  reveals  sufficient  demand 
to  support  an  economic  sized  plant.  Before  proceeding  with  the  location 
problem  the  company  decides  whether  the  new  plant  is  to  supply  an  ex- 
port, national,  regional,  or  local  market  and  the  exact  location  of  this 
market. 

Where  a  company  has  more  than  one  plant,  the  total  potential  mar- 
ket a  company  hopes  to  reach  will  be  divided  among  the  several  plants. 
As  an  example,  an  insulation  board  company  had  only  one  plant  near 
the  East  Coast,  which  had  been  supplying  the  national  market.  When 
the  demand  for  the  product  had  increased  to  the  point  where  another 
plant  was  necessary,  the  company  divided  the  total  market  and  looked 
for  a  new  plant  location  from  which  the  midwest  and  far  west  share  of 
the  market  could  be  handled.  In  each  case  there  is  a  definite  market  ter- 
ritory to  be  supplied  by  a  new  plant  and  this  market  is  a  fixed  factor  in 
the  location  problem.  In  order  to  understand  any  plant  location  decision 
the  market  involved  must  be  known. 

The  .concentration  of  the  demand  at  one  point  or  the  scatter  of  the 
demand  over  a  wide  area  is  another  characteristic  of  the  market  which 
assumes  major  importance  in  some  location  cases.  Where  the  entire 
output  of  a  new  plant  is  to  be  delivered  to  a  single  location,  as  in  the 
case  of  a  glass  plant  established  by  a  company  to  supply  their  own  lamp 
assembly  plant,  there  is  less  freedom  in  the  choice  of  the  specific  loca- 
tion than  if  the  demand  is  more  or  less  evenly  spread  over  a  large  geo- 
graphical area. 


2.  Plant  Requirements 

Once  the  size  of  a  plant  is  decided  upon,  the  formulation  of  a  de- 
tailed list  of  requirements — land,  buildings,  materials,  labor,  transporta- 
tion  facilities,  and  local  services — constitutes  the  next  step  in  analysis. 
Only  those  areas  which  can  provide  at  least  the  minimum  quantities 
required  of  each  of  these  elements  will  be  considered.  The  production 
requirements  will  vary  with  the  products  to  be  manufactured  and  the 
process  to  be  used.  Some  of  the  requirements  will  be  available  at  most 
locations  and  will,  therefore,  not  play  an  important  role  in  the  location 
decision.  Others  are  highly  localized  and  narrow  the  choice  of  location. 
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The  staff  will  also  study  the  .possibilities  of  substitution,  e.g.,  fuel  oil  for 
coal.  Such  an  analysis  often  covers  the  entire  range  of  materials,  labor, 
transportation  facilities,  and  local  services  in  great  detail. 

3.  Other  Considerations 

In  many  cases  the  straight  production  requirements  will  be  supple- 
mented by  company  policies  which  operate  as  additional  standards  to 
be  met  in  selecting  a  location.  Some  companies  will  emphasize  the  liv- 
ing conditions  of  a  town  as  important  in  retaining  key  personnel.  At 
times,  the  availability  of  adequate  recreational  facilities  has  determined 
a  specific  plant  location.  Several  companies  have  a  policy  of  avoiding 
metropolitan  industrial  centers,  partly  to  have  less  competition  for  labor 
and  to  avoid  sympathetic  labor  disturbances.  There  may  also  be  a  pol- 
icy against  the  employment  of  Negroes  which  would  mean  that  the 
white  labor  supply  in  a  possible  location  would  have  to  fulfill  all  the  la- 
bor requirements. 

Another  qualifying  requirement  often  is  the  limited  time  available 
for  commencing  production.  There  may  be  an  urgency  to  get  into  op- 
eration which  will  place  the  foremost  emphasis  on  finding  an  available 
factory  building.  One  manufacturer  said  his  officials  placed  such  a 
premium  on  getting  into  production  quickly  that  when  they  finally  dis- 
covered a  building,  "Our  tongue  was  hanging  out  for  it  and  we  didn't 
bother  to  check  into  many  other  matters." 


The  Investigation 


With  both  the  location  of  the  market  to  be  served  and  the  production 
requirements  as  determined  by  the  type  and  the  size  of  plant  settled  in 
advance,  the  search  for  a  satisfactory  location  can  begin.  This  search 
will  usually  be  in  two  steps:  selecting  the  general  area  and  selecting 
the  specific  location.  The  general  area  usually  centers  around  the  given 
market,  a  source  of  materials  (including  electric  power,  fuel,  and  water), 
or  a  supply  of  labor. 

Where  the  new  plant  is  oriented  to  the  marketr  the  general  area  of 
the  desirable  location  will  be  rather  specifically  identified  by  the  market 
analysis  made  in  the  preliminary  steps.  As  would  be  expected,  the  .plants 
supplying  an  industrial  market  usually  have  a  more  concentrated  de- 
.mand  and  a  smaller  general  area  within  which  to  locate  a  plant  than 
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those  producing  for  consumer  markets.  If  the  general  area  is  small,  the 
number  of  possible  locations  may  also  be  small  enough  to  permit 
the  company  to  begin  their  field  investigation  immediately.  Where  the 
possible  plant  locations  are  numerous  and  are  distributed  over  a 
large  general  area,  the  company  sometimes  gathers  data  by  question- 
naires  or  through  the  private  and  public  industrial  development  groups 
in  order  to  narrow  the  choice  before  beginning  a  lengthy  and  expensive 
field  survey. 

In  general,  most  of  the  market  oriented  cases  do  not  involve  the  com- 
pilation of  extensive  lists  of  prospective  locations.  Either  the  market 
pull  is  strong  toward  a  small  area  or  even  a  specific  location,  or  the  com- 
pany has  been  supplying  this  market  directly  from  some  other  location 
and  is  familiar  enough  with  the  general  area  to  know  where  it  wants  to 
put  the  new  plant. 

If  the  new  plant  is  oriented  to  a  source  of  materials  the  investigation 
may  follow  one  of  two  patterns.  The  first  patterrt1  occurs  when  the  de- 
mand exists  but  the  materials  are  in  overall  short  supply  and  the  prob- 
lem  is  not  to  choose  one  of  several  possible  sources  but  to  find  and  de- 
velop several  sources  of  supply.  The  dairy  products  and  meat  packing 
plants  have  been  outstanding  examples  of  this  type  of  location  because 
of  the  short  supply  of  milk  and  meat  in  the  postwar  period.  When  pro- 
spective new  supply  areas  are  suggested  by  research  within  the  company 
or  by  people  outside  the  organization,  the  companies  will  make  an  in- 
tensive field  investigation  to  ascertain  whether  the  necessary  supply  is 
either  actually  or  potentially  available.  The  specific  location  of  the  plant 
within  the  area  is  then  usually  determined  by  the  community  upon 
whose  promotional  efforts  the  supply  will  depend  or  by  the  market 
center  for  purchasing  the  materials  required. 

The  second  pattern  for  locating  material  oriented  plants  involves 
more  than  one  adequate  source  of  materials  for  the  new  plant.  Any  one 
source  of  materials  may  cover  a  large  geographical  area  so  that  several 
specific  locations  could  be  selected  utilizing  that  source.  A  choice  must 
therefore  be  made  not  only  among  sources  but  among  specific  locations 
tied  to  each  source.  There  will  be  a  natural  preference  for  the  supply 
nearest  to  the  given  market.  This  may  be  offset,  however,  by  the  in- 
adequacy of  reserves,  by  difficulties  in  purchasing  the  materials,  or  by 
other  inadequacies.  Two  or  more  locations  may  come  up  as  more  or  less 
equally  desirable.  Under  such  circumstances  a  review  of  the  entire  prob- 
lem may  be  called  for.  Cities  then  will  be  visited  by  the  company  of- 
ficials before  the  final  decision. 

The  labor,  oriented  plants  can  usually  be  located  over  a  wide  area.  For 
such  piants,  transport  costs  are  a  minor  portion  of  total  costs  and  conse- 
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quently  the  extra  transport  costs  which  arise  from  locating  away  from 
the  direct  line  between  the  source  of  materials  and  the  market  will  not 
inflict  a  severe  cost  penalty.  In  looking  for  a  new  location  the  tendency 
is  to  fan  out  from  the  center  of  company  operations__for  reasons  of  ad- 
ministrative economies  until  a  satisfactory  place  is  discovered. 

In  selecting  a  labor  supply  area,  the  company  may  have  more  specific 
requirements  than  a  given  quantity  of  male  or  female  workers  with 
certain  skills.  In  locating  the  lower  wage  plants,  like  apparel,  shoes,  and 
textiles,  the  companies  often  insist  on  a  relatively  small  town  where  the 
entire  industrial  labor  force  can  be  employed  by  the  new  plant.  Other 
companies  which  were  primarily  interested  in  staying  out  of  metropoli- 
tan areas  established  population  limits  for  their  plant  location.  One 
company  specified  cities  of  about  25,000  population  and  another  com- 
pany established  a  lower  limit  of  10,000  in  working  up  their  list  of  pos- 
sible areas.  Many  of  the  shoe  and  apparel  companies  have  established 
a  practice  of  accepting  local  inducements,  such  as  cash  or  factory  space 
at  nominal  rentals.  Consequently,  only  those  communities  willing  to  of- 
fer such  inducements  were  given  consideration. 

Investigations  were  generally  more  lengthy  in  the  labor  oriented  cases 
than  in  the  others.  This  was  due  to  the  greater  number  of  areas  able  to 
provide  a  labor  supply  and  to  the  fact  that  many  of  the  new  companies 
attracted  to  the  South  by  labor  were  not  familiar  with  the  region  and 
did  not  have  specific  ideas  about  possible  locations.  Some  companies 
worked  through  the  railroads  and  other  development  agencies  for  sug- 
gestions, whereas  others  simply  made  up  their  first  prospect  list  by  se- 
lecting likely  towns  from  a  map.  A  few  of  the  companies  had  been  con- 
tacted by  letter  or  in  person  by  so  many  communities  that  they  had 
only  to  go  to  their  files  to  work  up  a  prospect  list  whenever  they  were 
interested  in  locating  a  new  plant.  Still  others  worked  with  suggestions 
from  customers  or  suppliers.  Prior  to  field  investigations,  the  list  of  pos- 
sible areas  was  usually  narrowed  on  the  basis  of  ability  to  meet  plant  re- 
quirement. 

The  specific  location  within  the  general  area  will  be  the  one  which 
best  meets  the  entire  list  of  plant  requirements.  If  the  list  of  possibili- 
ties is  large,  certain  standards,  such  as  the  requirement  of  having  at 
least  two  railway  lines,  will  be  set  up  to  reduce  the  list.  If  the  choice  is 
close  among  the  remaining  locations,  the  selection  will  be  left  to  the 
overall  judgment  of  the  officials  responsible.  In  all  cases  the  company 
officials  will  personally  visit  and  survey  the  locations  being  seriously 
considered. 

The  problem  of  selecting  a,  plant  location  was  greatly,  simplified  in 
aboul-  nnp-tfntli  nf  rhp  pssps  studied  bv  investigating  the  apparently  ob- 


vious  location  and  finding  that  it  satisfactorily  met  all  of  the  plant  re- 
quirements. All  but  one  of  the  cases  in  this  category  were  market  ori- 
enticTplants  to  fit  into  one  of  two  situations.  Either  the  manufacturing 
plant  was  replacing  a  warehouse  at  a  specific  location,  where  the  demand 
was  highly  concentrated  geographically,  or  the  new  plant  capacity  was 
to  supply  a  regional  market  in  which  a  particular  location  was  outstand- 
ing as  the  distribution  center  for  the  region,  such  as  Atlanta  in  the 
Southeast. 


Sources  of  Data  and  Techniques  of  Investigation 


Procedure  for  assembling  data  varied  with  the  size  of  the  company. 
Some  of  the  larger  companies  had  facilities  within  their  organizations  for 
gathering  data  on  specific  locations.  Their  industrial  relations  or  labor 
department  provided  information  on  labor  supply,  wage  rates,  labor 
laws,  union  organization,  history  of  labor-industry  relations,  or  any  other 
aspect  of  the  labor  situation  considered  important.  Some  concerns'  own 
employees  made  field  labor  surveys  in  prospective  locations.  The  traffic 
department  gathered  information  on  transport  facilities  and  rates.  The 
real  estate  department  aided  in  purchasing  a  site.  If  there  were  a  sales 
office  in  the  area  being  considered,  it  helped  in  gathering  market  data, 
contacting  officials  on  local  government  matters,  and  in  appraising  the 
living  conditions  or  community  attitudes.  Several  companies  made  use 
of  their  sales  organizations  to  handle  the  filling  in  of  questionnaires  and 
to  survey  the  availability  of  suitable  manufacturing  buildings. 

Whether  or  not  the  companies  have  specialized  departments  to  work 
on  finding  a  location  (and  most  do  not),  extensive  use  was  usually  made 
of  outside  organizations.  The  industrial  development  departments  of 
railroad  companies  were  mentioned  most  often  as  useful  sources  of  in- 
formation.1 Almost  all  of  the  states  have  industrial  development  or 

1  The  major  lines  prepare  source  records  which  indicate  the  raw  materials  and  in- 
dustrial factors  of  all  the  states  served.  The  variety  of  the  subjects  on  which  data  are 
available  is  indicated  by  the  materials  assembled  by  one  railroad: 

Minerals:  Each  on  a  separate  map,  supplemented  by  tables  showing  location, 
chemical  analysis,  industrial  use,  and  accessibility. 

Coal:  Each  deposit  is  mapped  and  accompanied  by  tables  showing  chemical 
analysis  and  thermal  values. 

Water:  All  waters  in  streams  are  tabulated  in  terms  of  variations  in  flow,  floods, 
location,  mineral  content.  Subsurface  waters  are  located  and  treated  in  terms  of 
(Continued  on  page  144.) 
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planning  boards  which  are  also  called  upon  for  help.  Most  communities 
have  a  Chamber  of  Commerce  or  other  businessmen's  organization  pre- 
pared to  handle  inquiries  and  provide  information  about  their  areas. 
Other  important  agencies  or  organizations  mentioned  were  the  power 
companies  and  other  public  utilities;  the  university  bureaus  of  business 
research  and  schools  of  agriculture;  the  agencies  of  the  Federal  Govern- 
ment, notably  the  Departments  of  Commerce,  Labor,  Agriculture  and 
its  Forestry  Service,  Interior  including  especially  the  Bureau  of  Mines 
and  the  Geological  Survey,  the  industrial  department  of  the  Tennessee 
Valley  Authority;  and  the  regional  Federal  Reserve  Banks. 

Most  of  the  state  agencies  are  active  in  one  way  or  another  in  in- 
dustrial development  work.  At  least  one  of  the  southern  states  has  an 
office  in  the  financial  district  of  New  York  City  to  find  and  assist  pros- 
pects. Although  these  agencies  are  frequently  by-passed  by  the  com- 
panies either  because  they  are  looked  upon  as  purely  promotional  or  be- 
cause the  companies  are  unaware  of  the  type  of  assistance  available, 
some  companies  mentioned  the  helpful  service  received  from  such 
agencies.  Most  state  agencies  do  not  have  funds  or  trained  personnel  for 
industrial  location  work,  but  a  few  have  developed  excellent  services. 
The  Tennessee  Valley  Authority  has  made  detailed  studies  on  the  pro- 
spective location  of  specific  types  of  plants  and  is  outstanding  in  the 
South  for  its  industrial  development  work. 

The  questionnaire  method  is  sometimes  used  to  reduce  a  large  list  of 
prospective  locations  on  the  basis  of  information  submitted  by  the  cities 
before  field  investigations  are  made.  Some  companies,  particularly  those 
seeking  a  supply  of  labor,  have  used  this  method  of  direct  contact  with 
the  communities  as  their  sole  method  of  gathering  data.  The  scope  of 
the  inquiry  may  vary  from  a  mere  mention  of  the  amount  of  floor  space 
and  employees  required  to  a  ten-page  questionnaire.  One  of  the  latter 
forms  requested  the  following  information  for  a  labor  oriented  plant: 

(Continued  from  page  143.) 

chemical  and  mineral  analysis,  flow,  depth  of  well  and  need  for  pumping  to  develop 

an  adequate  flow. 

Timber  Resources:  Shown  by  maps,  colored  to  indicate  actual  locations  of  various 
types  of  woods,  estimated  reserves,  county  by  county. 

Electric  Power  Supply  and  Rates:  Indicated  for  each  zone  served  by  railroad. 

Gas  Supply  and  Rates:  Indicated  for  each  zone  served  by  railroad. 

Buying  Power:  An  analysis  of  each  county's  purchasing  power. 

Population  and  labor  supply. 

Climate. 

Wholesaling  and  retailing  outlets  by  counties. 

Corporation  and  labor  laws  by  states. 

In  addition  to  the  files  on  the  industrial  characteristics  of  the  area  served,  the 
railroads  are  usually  equipped  to  make  special  studies  for  prospects  when  requested. 
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1.  Population  of  city. 

2.  Population  of  city  area. 

3.  Population  of  county. 

4.  Population  of  nationalities  (totals  or  percentages  of  each). 

5.  Number  of  foreign  born. 

6.  Address  of  Chamber  of  Commerce  and  secretary  or  equivalent  organiza- 

tion and  man. 

7.  Name  of  manager  and  address  of  United  States  Employment  Service. 

8.  Climate:  Temperature  extremes,  average  temperature. 

9.  Transportation   (name  of  lines,  type  and  frequency  of  service).  Rail, 

bus,  truck,  air. 

10.  Utilities  (name  of  companies  and  reliability  of  service).  Electric,  gas, 

water,  telephone. 

11.  City  government: 

Type 

Fire  Department:  number  of  firemen,  volunteer  or  paid. 

Police  Department:  number  of  policemen. 

Bonded  and  financial  condition  of  city  itself. 

Tax  rates:  city,  county,  state. 

On  what  percentage  of  value  is  property  assessed? 

Sewerage  facilities. 

Percent  of  people  in  city  owning  their  own  homes. 

12.  Industry  in  city: 

Name  of  company,  products,  factory  employees,  male-female. 

Office  employees:  male-female,  union  organization,  approximate  num- 
ber of  years  in  city,  home  office  and  name  of  parent  company  if 
branch  plant. 

13.  Available  labor  supply: 

Skilled:  male,  female;  Semiskilled:  male,  female;  Unskilled:  male, 
female. 

14.  Number  of  strikes  in  last  ten  years. 

15.  Type  of  labor  relations:  Good,  average,  poor. 

16.  Is  there  a  vocational  school  or  equivalent? 

17.  Housing  conditions. 

18.  Is  area  subject  to  extremes  of  weather   (floods,  blizzards,  hurricanes, 

tornadoes,  etc.)? 

19.  Is  city  government  conservative,  liberal,  radical? 

20.  Has  type  of  city  government  changed  recently?  How  long  has  present 

city  administration  held  office  continuously? 

21.  Medical  facilities. 

22.  Hotels. 

23.  What  service  clubs  and  associations  are  in  city? 

24.  Do  manufacturers  have  some  form  of  association?  If  so,  are  they  well 

knit  into  an  organization? 

25.  Are  there  any  available  industrial  plants  or  properties? 
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If  plants,  type  of  manufacturing  previously  done  in  plant. 
Floor  area  in  square  feet. 
Number  of  stories. 

Is  power  and  heat  supply  independent  (not  connected  to  an  existing 
facility)? 

26.  Total  number  of  persons  employed  in  manufacturing  industries. 

27.  Type  of  newspapers:  Conservative,  liberal,  labor. 

28.  Hourly  labor  rates  paid  in  city  (for  example,  60^  to  75^  might  be  the 

range  for  unskilled  labor — each  of  the  following  should  be  filled 
out  on  that  basis).  Several  types  of  skill  were  listed. 

At  some  point  in  the  process  the  company  officials  will  personally 
visit  the  locations  being  considered  to  investigate  and  satisfy  them- 
selves as  to  such  matters  as  site,  community  attitudes  toward  a  new 
plant,  local  housing  conditions,  and  the  labor  situation.  One  company 
president,  with  a  fairly  specific  idea  of  the  area  within  which  he  wanted 
to  locate  a  plant,  hired  a  friend  to  spend  a  year  touring  the  area  talking 
to  community  and  local  business  people  in  order  to  narrow  the  choice  to 
several  of  the  more  attractive  locations.  Another  company,  after  mark- 
ing out  its  'zone"  by  the  location  of  the  market,  had  two  company 
officials  spend  six  months  visiting  all  towns  of  any  considerable  size 
within  that  area;  the  company  executive  said,  "In  some  cases  they  even 
had  to  travel  by  bus  in  order  to  reach  the  towns."  It  is  more  usual,  how- 
ever, to  postpone  field  investigations  until  the  choice  has  been  reduced 
to  two  or  three  communities. 

Where  labor  is  an  important  consideration,  an  extensive  local  survey 
may  be  made.  The  total  supply  of  workers  may  be  checked  in  several 
ways:  with  the  local  office  of  the  United  States  Employment  Service, 
local  manufacturers,  city  officials,  by  personal  contact  sample  studies, 
or  by  running  advertisements  in  the  papers  asking  people  interested  in 
jobs  to  register  or  fill  in  coupons  and  send  them  to  a  local  office.  Where 
there  is  concern  about  skills  or  productivity,  aptitude  exams  have  been 
given  to  people  interested  in  securing  employment.  More  often,  how- 
ever, productivity  is  checked  with  local  employers.  Workers'  attitudes 
toward  employment,  union,  etc.,  are  sometimes  discussed  with  local  in- 
dustrialists, priests,  ministers,  superintendents  of  schools  and  others. 

Occasionally,  finding  a  satisfactory  factory  site  presents  a  problem. 
The  local  chambers  of  commerce  have  been  very  helpful  in  finding  such 
sites  and  in  some  cases,  in  persuading  local  people  to  sell  at  reasonable 
prices.  Because  they  want  to  purchase  a  site  or  property  at  the  lowest 
possible  price,  many  companies  feel  that  it  is  important  to  conduct  their 
investigation  without  revealing  identity.  One  company  even  instructed 
its  men,  when  investigating  possible  sites  to  take  out  their  hatbands, 
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because  a  hatcheck  girl  in  one  community  had  noticed  that  all  their 
hats  were  from  the  city  known  as  the  headquarters  of  the  company.  A 
few  companies  take  the  attitude  that  "if  a  town  wants  us  they  will  see  to 
it  that  we  aren't  hijacked  in  buying  a  site/' 


The  Final  Decision 


The  level  at  which  the  final  location  decision  will  be  made  within 
the  company  depends  first  (5n  theimportance  of  the  investment  in  the 
company's  operations,  and  secondly  on  the  degree  to  which  the  admin- 
istrative practices  of  the  company  have  resulted  in  the  delegation  of  au- 
thority. 

Within  the  same  company  it  may  be  customary  to  permit  the  op- 
erating division  to  make  the  final  decision  when  the  cost  of  the  plant  is 
small,  and  reserve  the  final  decision  on  a  major  investment  for  the  top 
level  of  management.  Where  the  administrative  structure  of  the  com- 
pany is  highly  decentralized,  complete  authority  on  such  matters  may 
be  delegated  to  the  operating  subsidiary  or  department  within  an  invest- 
ment budget  which  is  periodically  approved  by  the  board  of  directors. 
For  example,  both  Westinghouse  Electric  and  General  Electric  have  a 
number  of  almost  autonomous  departments  with  headquarters  in  loca- 
tions different  from  the  company's  main  offices.  The  lamp  departments, 
for  example,  will  have  almost  complete  responsibility  for  new  lamp 
plant  expansions  and  the  other  departments  will  handle  their  own  sim- 
ilar locations.  Other  companies  have  subsidiaries  which  operate  as  al- 
most independent  companies.  One  senior  vice  president  said:  "Our 
policy  is  to  let  the  person  responsible  for  the  final  profits  also  be  respon- 
sible for  planning  and  locating  new  plants." 

Before  making  the  final  decision,  at  whatever  level,  the  committee  or 
person  charged  with  the  task  of  finding  the  location,  usually  prepares 
detailed  estimates  of  the  cost  of  establishing  and  operating  the  new 
plant  and  the  anticipated  return  on  the  investment  at  several  possible 
locations.  The  inexperience  of  many  companies  has  often  meant  that 
the  final  decision  was  made  on  the  basis  of  inadequate  data  and  incom- 
plete analysis  of  the  present  and  future  problems  involved  in  the  selec- 
tion of  the  location.  Several  examples  exist  of  unbelievably  bad  and 
costly  location  decisions.  When  asked  "How  can  companies  select  loca- 
tions which  result  in  hundreds  of  thousands  or  even  millions  of  dollars 
of  unnecessary  cost  each  vear?",  a  businessman  explained  that  it  was  the 
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wide  margin  of  profit  in  the  industry  (presumably  as  a  result  of  monopo- 
listic elements)  which  permitted  companies  t6  make  such  costly  errors 
and  still  continue  to  exist.  When  industries  are  highly  competitive,  an 
uneconomic  location  will  force  a  company  out  of  business. 

What  are  the  criteria  for  evaluating  the  final  decision?  Primarily  there 
is  only  one— the  long-run  profitability  of  the  enterprise.  Because  of  gen- 
eral uncertainties  as  to  cost  changes  due  to  minimum  wage  legislation 
or  other  government  action,  shifts  in  the  location  of  the  markets  and  in 
consumer  preferences,  future  problems  of  labor  disturbances,  and  dif- 
ficulties of  securing  materials,  the  decision  cannot  be  a  completely  ob- 
jective numerical  calculation  of  all  the  necessary  elements.  One  com- 
pany feels  that  short-run  gains  are  important  enough  to  offset  any  future 
uncertainties.  Another  company  feels  that  the  future  problems  are  of 
greater  importance  because  the  company  hopes  to  experience  sizeable 
expansions  at  the  selected  location. 

The  basis  of  the  final  decision  may  be  the  return  on  investment, 
where  the  choice  is  between  locations  which  differ  widely  in  cost  ad- 
vantages. But  where  more  than  one  location  would  be  almost  equally 
satisfactory,  the  behavior  and  the  reactions  of  the  particular  person  mak- 
ing the  decision  are  likely  to  be  deciding  factors.  In  the  latter  situation 
there  is  a  large  place  for  the  selling  job  of  states  and  communities.  If  a 
particular  location  is  being  seriously  considered  and  satisfies  the  produc- 
tion requirements  of  the  company,  a  good  impression  by  the  community 
representatives  may  make  the  final  difference.  Moreover,  even  though  a 
location  fulfills  the  company's  needs,  an  unwelcome  attitude  on  the  part 
of  the  community  leaders  or  the  local  manufacturers  will  usually  be  suf- 
ficient justification  to  the  company  for  not  selecting  such  a  location. 
Many  company  executives  have  emphasized,  "We  want  to  go  where 
we  are  wanted,  and  there  are  many  cities  which  have  strong  internal 
groups  who  are  opposed  to  new  industry." 
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